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WEDNESDAY, JUNE 1, 1960 


U.S. SENATE, 
CoMMITTEE ON INTERIOR AND INsULAR AFFAIRS, 
Washington, D.C. 

The committee met at 10 a.m., pursuant to call, in room 3110, New 
Senate Office Building, Hon. James E. Murray (chairman) presiding. 

Present: Senators Murray, Anderson, O’Mahoney, Bible, Allott, 
and Lusk. 

Also: Robert W. Redwine, professional staff member. 

The CuamrmMan. The hearing will come to order, please. 

The subject matter of today’ s hearing—the conservation of helium 
gas, a mineral resource vital to the national defense—is one of great 
importance 2. 

The Congress is faced with the duty of taking action in this field so 
as to prov ide for conservation of helium gas in a manner that will not 
do violence to the American concept of free enterprise. 

Two bills on the subject are pending before this committee. One 
of them is H.R. 10548, and the House Committee on Interior and 
Insular Affairs held 3 days of hearings before passage of this bill. 

The other measure before this committee is 8. 3376, introduced by 
Senator Allott and cosponsored by me. 

Some time ago I directed the committee staff to make a complete 
study of both the House bill and the Senate bill. As a result of that 
study, there has been prepared committee prints of each bill. 

(Committee prints of S. 3376 and H.R. 10548 follow :) 


[Proposed amendments shown in italic] 
[H.R. 10548, 86th Cong., 2d sess. ] 


AN ACT To amend the Helium Act of September 1, 1937, as amended, for the defense, 
security, and the general welfare of the United States 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Act entitled “Authorizing the con- 
servation, production, exploitation, and sale of helium gas, a mineral resource 
pertaining to the national defense, and to the development of commercial aero- 
nautics, authorizing the acquisition by purchase or otherwise, by the United 
States of properties for the production of helium gas, and for other purposes”, 
approved September 1, 1937, as amended, is amended to read as follows: 

“SecTION 1. That for the purpose of conserving, producing, buying, and selling 
helium, the Secretary of the Interior is authorized— 

“(a) to acquire by purchase, lease, gift, exchange, or eminent domain, 
lands or interest therein or options thereon, including but not limited to 
sites, rights-of-way, and oil or gas leases containing obligations to pay rental 
in advance or damages arising out of the use and operation of such prop- 
erties; but such lands or interests in lands may be acquired by eminent 
domain only when the Secretary of the Interior determines that such ac- 
quisition by eminent domain is necessary in the national interest ; 
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“(b) to make just and reasonable contracts and agreements for the ac- 
quisition, processing, transportation, or conservation of helium, helium. 
bearing natural gas or helium-gas mixtures upon such terms and conditions, 
and for such periods, not exceeding twenty-five years, as may be necessary 
to accomplish the purposes of the Act: Provided, That the Secretary shall 
not make such contracts and agreements which shall require payments by 
the Government in any one fiscal year aggregating more than the amount 
which shall be established initially in an appropriation Act and which may 
be increased from time to time in appropriation Acts: Provided further, 
That all such contracts and agreements entered into by the Secretary shall 
contain a provision to the effect that if the Government does not purchase 
the entire output of any plant, the plant owner cannot sell any of the helium 
not taken by the Government at a price less than that for which the Govern- 
men may sell helium, as hereinafter provided: Provided further, That if the 
Secretary of the Interior is unable to make agreements consistent with the 
directions in this Act and he determines in the national interests that cer- 
tain helium is necessary for conservation, or that certain helium-bearing 
natural gas or certain helium-gas mixture is necessary for the production or 
conservation of helium, he is authorized to acquire by eminent domain such 
helium and so much of such helium-gas mixture or of such helium-bearing 
natural gas as is necessarily consumed in the extraction of such helium after 
removal from its place of deposit in nature and wherever found, or the tem- 
porary use of such helium-bearing natural gas or helium-gas mixture for the 
purpose of extracting helium, together with the appropriate interest in pipe- 
lines, equipment, installations, facilities, personal or real property, inelud- 
ing reserves, easements or other rights necessary or incident to the acquisi- 
tion of such helium, gas or mixture: Provided further, That the terms 
‘helium-bearing natural gas’ and ‘helium-gas mixture’, respectively, shall 
mean natural gas and gas mixtures containing three-tenths of 1 per centum 
or more of helium by volume: Provided further, That in the temporary use 
of any helium-bearing natural gas or helium-gas mixture for the purpose of 
extracting helium the Secretary shall cause no unnecessary delay in the de- 
livery of natural gas to the owner, purchaser, or purchasers thereof, except 
that required by the extractive processes: Provided further, That the con- 
demnation of such helium, helium-gas mixture, or helium-bearing gas shall 
be effected in the same manner and following the procedures established in 
section 6(a) of this Act, the just compensation for such condemnation to be 
measured by terms and prices determined to be commensurate with the fair 
market price. 

“(e) to construct or acquire by purchase, lease, exchange, gift, or emi- 
nent domain, plants, wells, pipelines, compressor stations, camp buildings, 
and other facilities, for the production, storage, purification, transporta- 
tion, purchase, and sale of helium, helium-bearing natural gas, and heliun- 
gas mixtures; and to acquire patents or rights therein and reports of ex- 
perimentation and research used in connection with the properties acquired 
or useful in the Government’s helium operations ; 

“(d) to dispose, by lease or sale, of property, including wells, lands, or 
interests therein, not valuable for helium production, oil, gas, and byproducts 
of helium operations not needed for Government use, except that property 
determined by the Secretary of the Interior to be ‘excess’ within the mean- 
ing of section 3(e) of the Federal Property and Administrative Services Act 
of June 30, 1949 (60 Stat. 378; 40 U.S.C. 472(e)), as amended, shall be dis- 
posed of in accordance with the provisions of that Act; and to issue leases 
to the surface of lands or structures thereon for grazing or other purposes 
when the same can be done without interfering with the production of 
helium ; 

“Any known helium-gas-bearing land on the public domain not covered 
at the time by leases or permits under the Mineral Lands Leasing Act of 
February 25, 1920, entitled ‘An Act to promote the mining of coal, phosphate, 
oil, oil shale, gas, and sodium on the public domain’, as amended, may be 
reserved for the purposes of this Act, and the United States reserves the 
ownership of helium in its place of deposit in nature, and the right to extract 
or have extracted such helium, under such rules and regulations as may 
be prescribed by the Secretary of the Interior from all gas produced from 
lands so permitted, leased, or otherwise granted for development: Provided, 
That in the extraction of helium from gas produced from such lands, it shall 
be extracted so as to cause no unnecessary delay, except that required by the 
extraction process, in the delivery of gas produced from the well to the 
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purchaser or purchasers thereof at the point of delivery specified in contracts 
for the purchase of such gas: And provided further, That, if the United States 
shall fail to exercise such right of ownership and extraction, the Secretary 
of the Interior is authorized to acquire such helium in accordance with sec- 
tion 1(b) of this Act. . 

“(e) to accept equipment, money, and other contributions from public and 
private sources and to prosecute projects in cooperation with other agencies, 
Federal, State, or private. 

“Seo, 2. The Secretary of the Interior is authorized to maintain and operate 
helium production and purification plants together with facilities and acces- 
sories thereto; to acquire, store, transport, sell, and conserve helium, helium- 
pearing natural gas, and helium-gas mixtures, to conduct exploration for and 
production of helium on and from the lands acquired, leased, or reserved ; and 
to conduct or contract with public or private parties for experimentation and 
research to discover helium supplies and to improve processes and methods of 
helium production, purification, transportation, liquefaction, storage, and 
utilization. . 

“Sec. 38. (a) Whenever the President determines that the defense, security, 
and general welfare of the United States requires such action, the Secretary 
shall issue such regulations as he deems necessary for the licensing of sales 
and transportation of helium after extraction from helium-bearing natural gas 
or helium-gas mixture in interstate commerce. Thereafter it shall be unlawful 
for any person to sell or transfer helium after extraction from helium-bearing 
natural gas or helium-gas mixture in interstate commerce except in accordance 
with such regulations or pursuant to the terms of a license issued by the Sec- 
retary of the Interior, or in accordance with the terms of a contract or agree- 
ment entered into pursuant to section 1(b) of this Act. 

“(b) Each license shall be issued for a specified period to be determined by 
the Secretary, but not exceeding five years, and may be renewed by the Secre- 
tary upon the expiration of such period: Provided, however, That no license 
shall be issued to a person if in the opinion of the Secretary the issuance of a 
license to such person would be inimical to the defense and security of the 
United States: Provided further, That no license shall be assigned or otherwise 
transferred directly or indirectly except with the consent or approval of the 
Secretary in writing: And provided further, That any license may be revoked 
for any material false statement in the application for license, or for violation or 
a failure to comply with the terms and provisions of this Act, the regulations 
issued by the Secretary of the Interior pursuant thereto, or the terms of the 
license. 

“(c) In issuing licenses, the Secretary shall impose such regulations and 
terms of licenses as will permit him effectively to promote the common defense 
ad security as well as the general welfare of the United States. 

“(d) Whenever Congress or the President declares that a war or national 
emergency exists, the Secretary is authorized to suspend any license granted 
under this Act if in his judgment such suspension is necessary to the defense 
and security of the United States, and he is further authorized to take such 
steps as may be necessary to recapture or reacquire supplies of helium. 

“(e) If the owner of any helium shall be prevented from transporting and/or 
selling such helium because of the restrictions imposed in this section, the 
Secretary shall purchase such helium at a fair market price. 

“Sec. 4 (a) The Department of Defense, Atomic Energy Commission, and other 
agencies of the Federal Government, to the extent that supplies are readily 
available, shall purchase all major requirements for helium from the Depart- 
ment of the Interior. 

“(b) The Department of the Interior is authorized to sell helium for Federal, 
medical, scientific, and commercial uses in quantities and under terms and con- 
ditions approved by the Secretary of the Interior. 

“(c) Sales of helium by the Department of the Interior shall be at prices estab 
lished by the Secretary of the Interior which shall be adequate to cover all costs 
incurred in carrying out the provisions of this Act and to repay to the United 
States by deposit in the Treasury, together with interest as provided in subsec- 
tion (d) of this section, the following: . 

“(1) Within twenty-five years from the date of enactment of this amend- 
ment, the net capital and retained earnings of the helium production fund, 
determined by the Secretary as of the date of enactment of the said amend- 
ment, plus any moneys expended thereafter by the Department of the In- 
terior from funds provided in the Supplemental Appropriation Act, 1959, for 
construction of a helium plant at Keyes, Oklahoma ; 
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“(2) Within twenty-five years from the date of borrowing, all funds bor. 
rowed, as provided in section 10 of this Act, to acquire and construct helium 
plants and facilities ; 

“(3) Within twenty-five years from the date of enactment of this amend- 
ment, unless the Secretary of the Interior determines that said period 
should be extended for not more than ten years, all funds borrowed, as pro- 
vided in section 10 of this Act, for all purposes other than those specified in 
subparagraph (2) above. 

“(d) Compound interest on the amounts specified in subparagraphs (1), (2), 
and (3) of subsection (c) which have not been paid to the Treasury shall be 
calculated annually at rates determined by the Secretary of the Treasury taking 
into consideration the current average market yields of outstanding marketable 
obligations of the United States having maturities comparable to the invest- 
ments authorized by the Act: Provided, That the interest rate on the amounts 
specified under subparagraph (1) of subsection (c) shall be determined as of the 
date of enactment of this amendment, and the interest rate on the obligations 
as specified under subparagraphs (2) and (3) of subsection (c) as of the time 
of each borrowing. 

“(e) Helium shall be sold for medical purposes at prices which will permit its 
general use therefor; and all sales of helium to non-Federal purchasers shall 
be upon condition that the Federal Government shall have a right to repurchase 
helium so sold that has not been lost or dissipated, when needed for Government 
use, under terms and at prices established by the regulations. 

“(f) All moneys received under this Act, including moneys from sale of 
helium or other products resulting from helium operations and from the sale of 
excess property shall be credited to a helium production fund, which shall be 
available without fiscal year limitation, and the Secretary of the Interior may 
draw on said fund to carry out this Act. Amounts accumulating in said fund 
in excess of amounts the Secretary of the Interior deems necessary to carry out 
this Act and contracts negotiated hereunder shall be paid to the Treasury and 
credited against the amounts specified in subsection (c) of this section. 

“Sec. 5. The Secretary of Defense and the Chairman of the Atomic Energy 
Commission may each designate representatives to cooperate with the Depart- 
ment of the Interior in carrying out the purposes of this Act, and shall have 
complete right of access to plants, data, and accounts. 

“Sec. 6. (a) Proceedings for the condemnation of any property under section 
1 of this Act shall be instituted and maintained pursuant to the provisions of the 
Act of August 1, 1888 (25 Stat. 857: 40 U.S.C. 257), as amended, and sections 
1358 and 1403 of title 28 of the United States Code, or any other Federal statute 
applicable to the acquisition of real property by eminent domain. The Acts of 
February 26, 1931 (46 Stat. 1421; 40 U.S.C. 258a-25ke), and October 21, 1942 
(56 Stat. 797; 40 U.S.C. 258f), shall be applicable to any such proceedings. 
Wherever the words ‘real property’, ‘realty’, ‘land’, ‘easement’, ‘right-of-way’, 
or words of similar meaning, are used in the aforesaid code provisions, statutes, 
or Acts relating to procedure, jurisdiction, and venue, they shall be deemed, 
for the purposes of this Act, to include any personal property authorized to be 
acquired hereunder. 

“(b) In the event disposal is contemplated under section 1(d) of this Act 
of any property acquired by the Government pursuant to this Act, the former 
owner of the rights therein shall have the preferential right to reacquire such 
property on terms as favorable as those terms whereby disposition may be made 
under section 1(d) hereof. 

“Sec. 7. The Secretary of the Interior is hereby authorized to establish and 
promulgate such rules and regulations, as are consistent with the directions of 
this Act and are necessary to carry out the functions hereof. 

“Spec. 8. (a) The provisions of the Administrative Procedure Act of June 
11, 1946 (60 Stat. 637; 5 U.S.C. 1001-1011), as amended, shall apply to any 
agency proceeding and any agency action taken under this Act, including the 
issuance of rules and regulations, and the terms ‘agency proceeding’ and ‘agency 
action’ shall have the meaning specified in the Administrative Procedure Act. 

“(b) In any proceeding under this Act for the granting, suspending, revoking, 
or amending of any license, or application to transfer control thereof, and in any 
proceeding for the issuance or modification of rules and regulations dealing 
with the activities of licensees, the Secretary shall grant a hearing upon the 
request of any person whose interest may be affected by the proceeding, and 
shall admit any such person as a party to such proceeding. Any final order 
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entered in any such proceedings shall be subject to judicial review in the manner 
prescribed in the Act of December 29, 1950 (64 Stat. 1129; 5 U.S.C. 1031-1042), 
as amended, and to the provisions of section 10 of the Administrative Procedure 
Act. 

“Sec. 9. The provisions of the Natural Gas Act of June 21, 1938 (52 Stat. 821; 
15 U.S.C 717-717w), as amended, shall not be applicable to the sale, extraction, 
processing, transportation, or storage of helium either prior to or subsequent to 
its separation from the natural gas with which it is commingled, whether or not 
the provisious of such Act appty to such natural gas, and, in the determination 
of rates under sections 4 and 5 of the Natural Gas Act, as amended, the income 
received from such hetium shail not be considered and no exploration, produc- 
tion, gathering, extraction, processing, Compression, transportation, storage, 
or other costs which were or would have been incurred in the absence of the 
extraction of the helium shail be allocated or assigned to the helium. 

“Sec. 10. (a) The Secretary of the Interior is nuthorized to borrow from the 
Treasury and credit to the fund established under section 4(f) of this Act such 
amounts as may be authorized in the initial appropriation Act and which may 
be increased from time to time in appropriation Acts and as are necessary to 
earry out the provisions of this Act and contractual obligations hereunder. 

“(b) For this purpose the Secretary of the Interior may issue to the Secre 
tary of the Treasury notes, debentures, bonds, or other obligations to be redeem- 
able at the option of the Secretary of the Interior before maturity in such man- 
ner as May be stipulated in such obligations. The Secretary of the Treasury is 
authorized and directed to purchase any obligations to be issued by the Secre- 
tary of the Interior under authority of this section and for such purpose the 
Secretary of the ‘Treasury is authorized to use as a public debt transaction the 
proceeds from the sale of any securities issued under the Second Liberty Bond 
Act, as amended, and the purposes for which securities may be issued under 
the Second Liberty Bond Act, as amended, are extended to include any pur- 
chases of obligations of the Secretary of the Interior hereunder. 

“Sec. 11. The Secretary of the Interior is directed to report annually to the 
Congress on the matters contained in this Act. 

“Sec, 12. Whoever wilifully violates, attempts to violate, or conspires to vio- 
late, any provision of this Act or any regulation or order issued or any terms 
of a license granted thereunder shall, upon conviction thereof, be punished by a 
fine of not more than $5,000 or by imprisonment for not more than two years, 
or both, except that whoever commits such an offense with intent to injure the 
United States or with intent to secure an advantage to any foreign nation, shall 
upon conviction thereof, be punished by a fine of not more than $20,000 or by 
imprisonment for not more than twenty years, or both. 

“Sec. 18. Whenever in the judgment of the Secretary any person has engaged 
or is about to engage in any act or practice which constitutes or will consti- 
tute a violation of any provision of this Act, or any regulation or order issued 
or any term of a license granted thereunder, any such act or practice may be 
enjoined by any district court having jurisdiction of such person, and proper 
proceedings to this end may be instituted under the direction of the Attorney 
General of the United States. 

“Sec. 14. It is the sense of the Congress that it is in the national interest to 
foster and encourage individual enterprise in the development and distribution 
of supplies of helium, and at the same time provide, within economic limits, 
through the administration of this Act, a sustained supply of helium which, 
together with supplies available or expected to become availavle otherwise, will 
be sufficient to provide for essential Government activities. 

“Sec. 15. (a) The term ‘person’ is used in this Act means any individual, cor- 
poration, partnership, firm, association, trust, estate. public or private institu- 
tion, or any State or political subdivision thereof. 

“(b) The term ‘Secretary’ as used in this Act means the Secretary of the 
Interior. 

“Sec. 16. If any provision of this Act, or the application of such provision to 
any person or circumstance, is held invalid, the remainder of this Act or the 
application of such provision to persons or circumstances other than those as to 
which it is held invalid, shall not be affected thereby. 

“Sec. 17. This Act may be cited as the ‘Helium Act of 1960’.” 

Passed the House of Representatives May 2, 1960. 

Attest : 


Ratpu R. Roserts, Clerk. 
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[S. 3376, 86th Cong., 2d sess.] 


A BILL To amend the Helium Act of March 3, 1925, as amended, for the defense, security, and the genera] 
welfare of the United States 


Be it enacted by the Senate and House of Re presentalives of the United States of 

America in Congress assembled, That this Act may be cited as the ‘“‘Helium Act 
Amendments of 1960.”’ 
Fhat the Sec. 2. The Act entitled ‘An Act authorizing the conservation, produc. 
tion, and exploitation of helium gas, a mineral resource pertaining to the national 
defense, and to the development of commercial aeronautics, and for other pur- 
poses’’, approved March 3, 1925 (43 Stat. 1110), as amended, is amended to read 
as follows: 

“That this Act may be cited as the ‘Helium Act ef +964’. 

“Sec. 2. As used in this Act 

(1) The term ‘Secretary’ means the Secretary of the Interior; 

(2) The term ‘person’ means any individual, corporation, partnership, firm, 
association, trust, estate, public or private institution, or State or political sub- 
division thereof; and 

(3) The terms ‘helium-bearing natural gas’ and ‘helium-gas mixture’ mean, 
respectively, natural gas and gas mixtures containing three-tenths of 1 per 
centum or more of helium by volume. 

“Src. 3. (a) For the purpose of ‘conserving, producing, buying, and selling 
helium, the Secretary is authorized— 

(1) to acquire by warchace, lease, gift, exchange, or eminent domain, 
lands or interests therein or options thereon, including but not limited to 
sites, rights-of-way, and oil or gas leases containing obligations to pay rental 
in advance or damages arising out of the use and operation of such properties; 
but any such land or interest in lands may be acquired by eminent domain 
only when the Secretary determines (A) that he is unable to make a satis- 
factory agreement to acquire such land or interest in land, and (B) that such 
acquisition by eminent domain is necessary in the national interest; 

“2 te meke eontreets and acreements fer the seqtisiion, proeessing 
transpertatier, er eoenserveation ef elim, ReHun-bearine reatiral eas oF 
heHunt eas mittites per steh terms and eonditions and fer steh perieds 
Ret execedine trentyfe errs; as may be Reeessary te aeeonpplsh the 
purpeses of this -Let; exeept that steh eorterets and agreements shell net 
Feqttize payrents by the Government Ht ary one fisenl yenr aeeresating 
proere then the enretatt aehieh shel be exteblished tiitintbhe Ht tH apprepritton 
“ret ard arhieh mine be Hreressed front tHe te tite tH appreprittion Lets; oF 
Hf the Beerette 

2-H detepeites Hitt te HHH Hiteresta reettite Hie eoHserettion 
ef aay hedtte er reattive tape Heditaeberringe Hatteel es er aire Hele 
etre tactites for the proditetot of eotsemettion of dedi ated 

““B> after a hearing eranted te the ewer of steh helt helm 
beating netiral gas; er helitim gas mixtures; makes a findine that he is 
tHrble te teettite stet Helittith drebttrbeseite Heed etts oe dredittttt atts 
pahettire per Ferseneble terms aad at the fate merket vate 

(2) to make just and reasonable contracts and agreements for the acquisition, 
processing, transportation, or conservation of helium, helium-bearing natural 
gas, or helium-gas mixtures upon such terms and conditions, and for such 
periods, not exceeding twenty-five years, as may be necessary to accomplish the 
purposes of the Act, except that the Secretary shall not make such contracts and 
agreements which shall require payments by the Government in any one fiscal 
year aggregating more than the amount which shall be established initially in an 
appropriation Act and which may be increased from time to time in appropriation 
Acts, or if the Secretary— 

“(4) determines that the national interests require the conservation of 
certain helium or require certain helium-bearing natural gas or certain 
helium-gas mixture for the production or conservation of helium, and 

‘““(B) determines that he is unable to acquire such helium, helium-bearing 
natural gas, or helium-gas mixture upon reasonable terms and at the fai 
market value, 

he is authorized to acquire by eminent domain such helium and so much of 
such helium-bearing natural gas or helium-gas mixture as is necessarily con- 
sumed in the extraction of such helium after removal from its place of deposit 
in nature and wherever found, or the temporary use of such helium-bearing 
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natural gas or helium-gas mixture for the purpose of extracting helium, to- 
gether with the appropriate interest in pipelines, equipment, installations, 
facilities, personal or real property, including reserves, easements or other 
rights necessary or incident to the acquisition of such helium, natural gas, 
or mixture, but the condemnation of any such helium, helium-bearing natural 
gas, or helium-gas mixture, shall be effected in the same manner and follow- 
ing the procedures established in section 8(a) of this Act, the just compensa- 
tion for such condemnation to be measured by terms and prices determined 
to be commensurate with the fair market value, and in the temporary use 
of any helium-bearing natural gas or helium-gas mixture for the purpose of 
extracting helium the Secretary shall cause no delay in the delivery of natural 
gas to the owner, purchaser, or purchasers thereof, except that required by 
the extractive processes; 

(3) to construct or acquire by purchase, lease, exchange, gift or eminent 
domain, plants, wells, pipelines, compressor stations, camp buildings, and 
other facilities, for the production, storage, purification, transportation, 
purchase, and sale of helium, helium-bearing natural gas, and helium-gas 
mixtures: and to acquire patents or rights therein and reports of experi- 
mentation and research used in connection with the properties acquired or 
useful in the Government’s helium operations; 

“*(4) to dispose of, by lease or sale, ef property, including wells, lands, or 
interests therein, not valuable for helium production, and oil, gas, and 
byproducts, of helium operations not needed for Government use, except 
that property determined by the Secretary to be ‘excess’ within the meaning 
of section 3(e) of the Federal Property and Administrative Services Act of 
June 30, 1949 (60 Stat. 378; 40 U.S.C. 472(e)), as amended, shall be disposed 
of in accordance with the provisions of that Aet; and to issue leases to the 
surface of lands or structures thereon for grazing or other purposes when the 
same may be done without interfering with the production of helium; and 

“(5) to accept equipment, money, and other contributions from public 
and private sources and to prosecute projects in cooperation with other 
agencies, Federal, State, or private. 

“(b) Any known helium-gas-bearing land on the public domain not covered 
at the time by leases or permits under the Mineral Lands Leasing Act of February 
25, 1920, as amended, may be reserved for the purposes of this Act, and ste 
any reservation of the ownership of helium may include the right to extract, or have 
extracted, such helium, under such rules and regulations as may be prescribed by 
the Secretary, from all gas produced from lands so permitted, leased, or otherwise 
granted for development, except that in the extraction of helium from gas produced 
from such lands, it shall be extracted so as to cause no delay, except that required 
by the extraction process, in the delivery of gas produced from the well to the 
purchaser or purchasers thereof at the point of delivery specified in contracts for 
the purchase of such gas. Jf any reserved rights of ownership and extraction of 
helium are not exercised before production of any helium-bearing natural gas or any 
helium-gas mixture, the Secretary is authorized to acquire such helium in accordance 
with section 3(a)(2) of this Act. 


(Staff Note: The following new subsection is recommended by industry 
representatives, and Bureau of Mines officials voiced no objection.) 


“(e) All such contracts and agreements entered into by the Secretary shall contain 
a provision to the effect that if the Government does not purchase the entire output of 
any plant, the plant owner cannot sell any of the helium not taken by the Government 
at a price less than that for which the Government may sell helium, as hereinafter 
provided. 

“Sec. 4. The Secretary is authorized to maintain and operate helium production 
and purification plants together with facilities and accessories thereto; to acquire, 
store, transport, sell, and conserve helium, helium-bearing natural gas, and helium- 
gas mixtures, to conduct exploration for and production of helium on and from the 
lands acquired, leased, or reserved; and to conduct or contract with public or 
private parties for experimentation and research to discover helium supplies and 
to improve processes and methods of helium production, purification, transporta- 
tion, liquefaction, storage, and utilization. 

“Sec. 5. (a) Whenever the President determines that the defense, security, and 
general welfare of the United States requires such action, the Secretary shall issue 
such regulations as he deems necessary for the licensing of sales and transportation 
of helium in interstate commerce after extraction from helium-bearing natural gas 
or helium-gas mixtures. Thereafter it shall be unlawful for any person to sell ar 
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transfer helium in interstate commerce except in accordance with such regulations 
or pursuant to the terms of a license issued by the Secretary, or in accordance with 
the terms of a contract or agreement with the Secretary entered into pursuant to 
this Act. For the purpose of this section, the term ‘helium’ shall mean helium, 
after extraction from helium-bearing natural gas or helium-gas mixtures, in q 
refined or seimrefined state suitable for use. 

‘““(b) Each license shall be issued for a specified period to be determined by 
the Secretary, but not exeeeding five years, and may be renewed by the Secretary 
upon the expiration of such period. No such license shall be issued to a person 
if in the opinion of the Secretary the issuance of a license to such person would 
be inimical to the defense and securitv of the United States. No such license 
shall be assigned or otherwise transferred directly or indirectly except with the 
consent or approval of the Secretary in writing. Any such license may be revoked 
for anv material false statement in the application for license, or for violation or 
a failure to comply with the terms and provisions of this Act, the regulations 
issued by the Secretary pursuant thereto, or the terms of the license. 

‘‘(e) In issuing licenses under this section, the Secretary shall impose such 
regulations and terms of licenses as will permit him effectively to promote the 
common defense and security as well as the general weifare of the United States, 

““(d) Whenever Congress or the President declares that a war or national 
emergency exists, the Secretary is authorized to suspend any license granted 
under this Act if in his judgment such suspension is necessary to the defense and 
security of the United States, and he is further authorized to take such steps as 
may be necessary to recapture or reacquire supplies of helium. 


(Staff Note: The fellowing amendment is recommended by industry repre- 
sentatives.) 

““(e) If the owner of any helium shall be prevented from transporting and/or selling 
such helium because of the restrictions imposed in this section, the Secretary shall 
purchase such helium at a fair market price. 

“Sree. 6. (a) The Department of Defense. the Atomie nergy Commission, and 
other agencies of the Federal Government, to the extent that supplies are readily 
available, shall purchase all major requirements of helium from the Secretary. — 

(b) The Secretary is authorized to sell helium for Federal, medical, scientific, 
and commercial uses in such quantities and under such terms and conditions as he 
determines. 

(c) Sales of helium by the Secretary shall be at prices established by him 
which shall be adequate to cover all costs incurred in carrying out the provisions 
of this Act and to repay to the United States by deposit in the Treasury, together 
with interest as provided in subsection (d) of this section, the following: 

(1) Within twenty-five vears from the date of enactment of the Helium 
Act Amendments of 1960, the net capital and retained earnings of the helium 
production fund (established under section 3 of this Act prior to amendment by 
the Helium Act Amendments of 1960), determined by the Secretary as of 
+he such date of enactment, ef steh ~et plus any moneys expended thereafter 
by the Department of the Interior from funds provided in the Supplemental 
Appropriation Act, 1959, for construction of a helium plant at Keyes, Okla- 
homa; 

(2) Within twenty-five vears from the date of borrowing, all funds 
borrowed, as provided in section 12 of this Act, to acquire and construct 
helium plants and facilities; and 

(3) Within twenty-five vears from the date of enactment of the Helium 
Act Amendments of 1960, unless the Seeretary determines that said period 
should be extended for not more than ten years, all funds borrowed, as pro- 
vided in section 12 of this Act, for all purposes other than those specified 
in clause (2) above. 

““(d) Compound interest on the amounts specified in clauses (1), (2), and (3) 
of subsection (ec) which have not been paid to the Treasury shall be calculated 
annually at rates determined by the Secretary of the Treasury taking into con- 
sideration the current average market yields of outstanding marketable obliga- 
tions of the United States having maturities comparable to the invest ments author- 
ized by this Act, except that the interest rate on the amounts specified in clause 
(1) of +his subsection (c) shall be determined as of the date of enactment of the 
Helium Act Amendments of 1960, and the interest rate on the obligations specified 
in clauses (2) and (3) of ¢his subsection (c) as of the time of each borrowing. 
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“‘(e) Helium shall be sold for medical purposes at prices which will permit its 
general use therefor; and all sales of helium to non-Federal purchasers shall be 
upon condition that the Federal Government shall have a right to repurchase 
helium so sold that has not been lost or dissipated, when needed for Government 
use, under terms and at prices established bv regulations. 

“(f) All moneys received under this Act, including moneys from sale of helium 
or other products resulting from helium operations and from the sale of excess 
property shall be credited to @ the helium production fund, which shall be available 
without fiscal vear limitation; amd the Seeretarye may draw et steed Fue te ere 
gut the provisions of this ~et for carrying out the provisions of this Act, including 
any research relating to helium carried out by the Department of the Interior. 
Amounts accumulating in said fund in excess of amounts the Secretary deems 
necessary to carry out this Act and contracts negotiated hereunder shall be paid 
to the Treasury and credited against the amounts required to be repaid to the 
Treasury under subsection (c) of this section. 

“Sec. 7. The Secretary of Defense and the Chairman of the Atomic Energy 
Commission may each designate representatives to cooperate with the Secretary 
in carrying out the purposes of this Act, and shall have complete right of access 
to plants, data, and accounts. 

“Sec. 8. (a) Proceedings for the condemnation of anv property under section 3 
of this Act shall be instituted and maintained pursuant to the provisions of the 
Act of August 1, 1888 (25 Stat. 357; 40 U.S.C. 257), as amended, and sections 1358 
and 1403 of title ‘ 28 of the { ‘hited St tates Cede. or any other Federal statute 
applicable to the acquisition of real proy ary by eminent domain. The Acts of 
February 26, 1931 (46 Stat. 1421; 40 U. C, 258a-258e), and October 21, 1942 
(56 Stat. 797: 40 ee 258f), shall ie applicable to any such proceedings. 
Wherever the words ‘real property’, ‘realty’, ‘land’, ‘easement’, ‘right-of-way’, 
or words of similar mea eat are used in such code provisions or Acts relating to 
procedure, jurisdiction, and venue, they shall be deemed, for the purposes of this 
Act, to include any personal property authorized to be acquired hereunder. 

“(b) In the event of disposal under section 3(a)(4) of this Act of any property 
acquired by eminent domain pursuant to this Act, the former owner or successor 
in interest of the rights therein shall have the preferential right to reaecquire such 
property on terms as favorable as those terms whereby disposition may be made 
under such section. 

“Sec. 9. The Secretary is hereby authorized to establish and promulgate such 
rules and regulations, as are consistent with the directions of this Act and are 
necessary to carry out the provisions hereof. 

“Sec. 10. (a) The provisions of the Administrative Procedure Act of June 11, 
1946 (60 Stat. 637; 5 U.S.C. 1001-1011), as amended, shall apply to any agency 
proceeding and any agency action taken under this Act, including the issuance of 
rules and regulations, and the terms ‘agency proceeding’ and ‘ageney action’ shall 
have the meaning specified in the Administrative Procedure Act. 

“(b) In any proceeding under this Act for the granting, suspending, revoking, 
or amending of any license, or application to transfer control thereof, and in any 
proceeding for the issuance or modification of rules and regulations dealing with 
the activities of licensees, the Secretary shall grant a hearing upon the request of 
any person whose interest may be affected by the proceeding, and shall admit any 
such person as a party to such proceeding. Any final order entered in any such 
proceedings shall be subject to judicial review in the manner prescribed in the Act 
of December 29, 1950 (64 Stat. 1129; 5 U.S.C. 1031-1042), as amended, and to 
the pereee of section 10 of the Administr itive Procedure Act. 

“Sec. 11. The provisions of the Natural Gas Act of June 21, 1938 (52 Stat. 821; 
15 U.S C. 717-717w) ), as amended, she ill not be applicable to the sale, extraction, 
processing, transportation, or storage of helium either prior to or subsequent to 
its separation from the natural gas with which it is commingled, whether or not 
the provisions of such Act t apply to such natural gas, and, in the determination of 
rates under sections 4 and 5 of the Natural Gas Act, as amended, the income re- 
ceived from such helium shall not be considered and no exploration, production, 
gathering, extraction, processing, compression, transportation, storage, or other 
costs which were or would have been incurred in the absenee of the extraction of 
the a shall be allocated or assigned to the helium. 

“SEc. (a) The Secretary is authorized to borrow annually from the Treasury 
and ea to the fund established under section 6(f) of this Act such amounts as 
may be authorized initially in an appropriation Act and which may be increased 
from time to time in appropriation Acts and as are necessary to carry out the 
provisions of this Act and contractual obligations hereunder 
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‘“‘(b) For the purpose of this section the Secretary may issue to the Secretary of 
the Treasury notes, debentures, bonds, or other obligations to be redeemable at the 
option of the Secretary before maturity in such manner as may be stipulated in 
such obligations. The Secretary of the Treasury is authorized and directed to 
purchase any obligations issued by the Secretary under authority of this section 
and for such purpose the Secretary of the Treasury is authorized to use as a public 
debt transaction the proceeds from the sale of any securities issued under the 
Second Liberty Bond Act, as amended, and the purposes for which securities may 
be issued under the Second Liberty Bond Act, as amended, are extended to include 
any purchases of obligations of the Secretary hereunder. 

“Sec. 13. Whoever willfully violates, attempts to violate, or conspires to 
violate, any provision of this Act or any rezulation or order issued or any terms 
of a license granted thereunder shall, upon conviction thereof, be punished by a 
fine of not more than $5,000 or by imprisonment for not more tan two years, 
or both, except that whoever commits such an offense with intent to injure the 
United States or with intent to secure an advanta ‘e to any forei ;n nation, shall 
upon conviction thereof, be punished by a fine of not more than $20,000 or by 
imprisonment for not more than twenty years, or both. F 

“Sec. 14. Whenever in the judgment of the Secretary any person has enza«d 
or is about to engage in any act or practice which constitutes or will constitue 
a violation of any provision of this Act, or any re ‘ulation or order issued or any 
term of a license granted thereunder, any such act or practice may be enjoined 
by any district court having jurisdiction of such person, and proper proceedin s 
to this end may be instituted under the direction of the Attorney General of the 
United States. 

“Sec. 15. If any provision of this Act, or the application of such provision 10 
any person or circumstance, is held invalid, the remainder of this Act or the apph- 
cation of such provision to persons or circumstances other than those as to which 
it is held invalid, shall not be affected thereby.’ 


The Carman. I order printed also the departmental reports that 
we have received on the two bills. 
(The reports are as follows :) 


FEDERAL POWER COMMISSION REPORT ON H.R. 10548 


This act, to be known as the Helium Act of 1960, would, among other things, 
authorize the Secretary of the Interior to regulate the sale and transportation 
of extracted helium in interstate commerce. 

Section 9 of the proposed act provides that the Natural Gas Act shall not 
apply to the “sale, extraction, processing, transportation or storage of helium 
either prior to or subsequent to its separation from the natural gas with which 
it is commingled.” This section further provides that any income received by 
companies from helium operations shall not be considered by the Commission in 
making natural gas rate determinations under sections 4 and 5 of the Gas Act, 
and it expressly enjoins for the purpose of such ratemaking that “no explora- 
tion, production, gathering, extraction, processing, compression, transportation, 
storage or other costs which would have been incurred in the absence of the 
extraction of the helium shall be allocated or assigned to the helium.” 

The above provisions would, in our judgment, materially impair the effective 
ness of this Commission’s regulatory responsibilities with respect to natural gas 
matters. Under the Natural Gas Act the Commission is charged with seeing 
that rates for natural gas transported or sold in interstate commerce for resale 
for ultimate public consumption for domestic, commercial, industrial, or other 
uses are reasonable and fair to all segments of the public interest. Accordingly, 
the Commission under the existing certificate provisions of the Gas Act regulates 
the interstate operations of natural gas companies engaged in the production, 
transportation, and sale of natural gas (including helium-bearing gas) and under 
the rate provisions of the act determines whether the rates and charges for these 
interstate sales of natural gas by such companies are just and reasonable. 

The requirement that the Commission make cost allocations between the juris- 
dictional and nonjurisdictional phases of the operations of natural gas companies 
is firmly established as a method to be followed in order to determine just and 
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reasonable rates for those natural gas sales which are subject to the Commis- 
sion’s jurisdiction. The proposed act would prohibit such cost allocations be- 
tween jurisdictional natural gas operations and nonjurisdictional helium opera- 
tions, and would further prohibit the Commission from considering revenues 
from the sale of helium so extracted in determining the rates which should be 
charged for natural gas sales subject to the Commission’s rate control. Thus, 
section 9 of this act, by eliminating these essential factors from consideration 
py the Commission, would raise serious legal questions as to the legality of any 
rates fixed by the Commission for the sale of natural gas after the helium had 
been extracted. In such a situation the gas consumers would be expected to 
pear costs which under existing law and procedures would be properly chargeable 
to helium extraction. 

In view of the adverse effect of the proposed act upon the Commission’s 
functions under the Natural Gas Act, and to assure that the public does not bear 
unreasonable costs as part of the rates for natural gas, we recommend the fol- 
lowing amendment: 

Strike out section 9 and add the following as a new section: 

“Nothing in this Act shall be construed as repealing or modifying the provi- 
sions Of the Natural Gas Act of June 21, 1938 (52 Stat. 821; 15 U.S.C. 717- 
7l7w), as amended.” 

In any event, it appears to us that the language in section 9 of the bill making 
the Natural Gas Act inapplicable to the sale, extraction, processing, transporta- 
tion, or storage of helium “either prior to or subsequent” to its separation from 
natural gas is unnecessary for the purpose of the proposed act, since prior to 
extraction the helium unquestionably is part of the interstate stream of natural 
gas which properly should be regulated under the Gas Act, whereas after extrac- 
tion the helium would not, even in the absence of this language, be subject to 
regultaion under the Natural Gas Act because after extraction helium does not 
come within the definition of natural gas contained in the Gas Act. 

The Commission is in agreement with the basic objectives of this act to facil- 
itate the production, conservation, and utilization of helium, and we would have 
no objection to its enactment if amended in the manner described above. 

FEDERAL POWER COMMISSION, 
JEROME K. KUYKENDALL, 
Chairman. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D.C., May 27, 1960. 
Hon. JAMES E. MURRAY, 
Chairman, Committee on Interior and Insular Affairs 
New Senate Office Building, Washington, D.O. 


My Dear Mr. CHAIRMAN: This is in reply to your request of April 20, 1960, for 
the views of the Bureau of the Budget on 8. 3376, a bill to amend the Helium Act 
of March 3, 1925, for the defense, security, and general welfare of the United 
States. 

The Department of the Interior, in a separate report, stressses the necessity 
for a long-range helium conservation program. We concur in their statement 
that H.R. 10548 as passed by the House of Representatives is a sound and 
workable measure which would, if enacted, accomplish our objective. 

The Department of the Interior’s report also suggests a number of amend- 
ments to S. 3876 which would conform it more nearly to the original proposal 
of the Department of the Interior and H.R. 10548 as passed by the House of 
Representatives. 

The Bureau of the Budget would recommend adoption of the suggested 
amendments to S. 3376. 

Sincerely yours, 
PHILLIP 8. HuGHEs, 
Assistant Director for Legislative Reference. 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., May 31, 1960. 
Hon. JAMES E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 

DEAR SENATOR Murray: This is in response to your request for the views of 
the Department of the Interior on S. 3376, a bill to amend the Helium Act of 
March 3, 1925, as amended, for the defense, Security, and general welfare of 
the United States. 

This legislation is similar to S. 2567, which was proposed by the Department 
of the Interior to provide new authorities needed by the Secretary of the Interior 
to implement a long-range helium conservation program. A number of similar 
bills have been introduced in the House of Representatives. One of these bills, 
H.R. 10548, has been considered favorably and passed by the House, and is before 
the Senate for concurrence at this time. In our opinion, it is a sound and 
workable measure and would, if enacted, accomplish our objectives. 

The Department of the Interior favors the objective of helium conservation 
eontained in all these bills, and urges prompt enactment of legislation to provide 
the needed authority to accomplish such objectives in the present session of 
the Congress. 

There are, however, a number of amendments which the Department of the 
Interior feels would bring 8. 3376 more nearly in conformity with the original 
proposal of the Department of the Interior and H.R. 10548 as passed by the 
House of Representatives. 

It is recommended that the following amendments be made: 

(1) Page 2, lines 2 through 8, change the designation of subsections (1), (2), 
and (3) to (a), (b), and (¢). 

(2) Page 3, line 13, delete the word “any” and insert in lieu thereof the word 
“certain”. 

Page 3, line 14, delete the word “any” before “helium-bearing natural gas” 
and before “helium-gas mixture” and insert the word “eertain” in lieu thereof. 

(3) Page 3, lines 17 through 19, delete the words “after a hearing granted 
to the owner of such helium, helium-bearing natural gas, or helium-gas mixture,”. 

Page 3, lines 21 and 22, delete the words “at the fair market value,” and insert 
a comma after the word “terms”. 

(4) Page 6, line 2, after the word “the” insert the words “ownership and 
the’, and after the word “extract”, insert the words “or have extracted”, 

(5) Page 13, line 20, delete the word “annually”. 

Amendments (1) and (2) are recommended for the purpose of clarification 
and consistency only, while amendments (3), (4), and (5) would bring §. 
3376 more nearly into substantive conformity with the Department’s original 
proposal and with H.R. 10548 as it was passed by the House of Representatives. 

As to amendment (3), the Department of the Interior is opposed to the 
provision for a hearing. Such a hearing, if subject to the provisions of the 
Administrative Procedures Act, might result in a judicial determination as to 
the value of the property prior to condemnation. As a part of the eminent- 
domain proceedings, another determination would be made on the same issue. 
There is no necessity or justification for such duplication, and it would result in 
a waste of valuable time and unnecessary and unwarranted expenditures on 
the part of both parties. In any event, it is assumed that the Secretary of the 
Interior would exhaust all possible courses of action to reach a just and reason- 
able agreement before making a finding that he is unable to acquire helium, 
helium-bearing natural gas, or helium-gas mixtures upon reasonable terms. 
Also such a hearing, if open to the public, could result in the disclosure of 
information relating to Government and company operations which might 
adversely affect both parties with respect to current and future bargaining 
positions. 

The use of ‘fair market value” is objectionable because no open competitive 
market for helium exists and the determination of the value which the owner 


’ 


should receive in the event the use of eminent-domain proceedings may be 


invoked lies within the jurisdiction of the court. The finding of the Secretary 
of the Interior that he is unable to obtain such helium, helium-bearing natural 
gas, or helium-gas mixtures “upon reasonable terms’? would appear adequate. 


As to amendment (4), the insertion of the suggested words would secure the 
Government’s ownership in the helium contained in helium-bearing gas or 
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helium-gas mixtures found on public land, and would permit the Secretary to 
contract with a private company to extract the helium from such helium-bearing 
gas or helium-gas mixtures. The language of section 3(b) would make such 
reservation of ownership permissive, and such right of reservation might not 
pe exercised if it would cloud the title to gas produced by a private company 
or if the Secretary did not find it desirable to acquire such helium. 

As to amendment (5), deletion of the word “annually” is recommended in 
order that this bill will conform with the Department’s proposal and H.R. 
40548 as it was passed by the House of Representatives. The word “annually” 
was first used in H.R. 10548 as it was introduced in the House. It was deleted 
by the full House Interior and Insular Affairs Committee upon advice from the 
Treasury that it might lead to an interpretation which would place the Secre- 
tary’s fiscal authority to incur obligations on a year-to-year basis. Such an 
interpretation would make it virtually impossible for the Secretary of the In- 
terior to obtain participation by private industry since it could not be assured 
of continued availability of funds to meet long-term obligations of the purchase 
contracts contemplated in the program. 

The Bureau of the Budget has advised that it has no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
ELMER F. BENNETT, 
Washington, May 12, 1960. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, May 12, 9601. 
Hon. JAMES FE. Murray. 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate. 

Deak Mr. CHAIRMAN: Your letter of April 20, 1960, requests our comments 
on S. 8376. 

While the bill proposes to amend the Helium Act of September 1, 1937, as 
amended, the effect of the bill would be to repeal that act and substitute in lieu 
thereof the new language contained in the bill for the purpose of conserving, 
producing, buying, and selling helium gas. These controls over the use of 
helium gas are matters of policy primarily for determination by the Congress. 
We do have some recommendations, however, which we feel warrant the con- 
sideration of the Congress if this proposed legislation is favorably considered. 

Section 3(a)(2)(B) and section 3(b) of the bill would provide that the 
Secretary of the Interior shall cause no delay in the delivery of natural gas 
except that required by the extraction process. This restricts excusable delays 
of the Government to any delay caused by the extraction process only. To 
protect the Government from possible delays caused by excusable happenings 
other than those related to extraction processes, such as acts of God, it is sug- 
gested that the word “unreasonable” be inserted between the words “no” and 
“delay” on line 18 of page 4 and line 7 of page 6. 

Section 6(a) requires all Government agencies to purchase all major require- 
ments for helium from the Department of the Interior. It is possible that the 
term “major requirements” would not preclude procurement of substantial 
quantities of helium on a repetitive basis from private suppliers who obtain 
their supplies from the Bureau of Mines or who may possibly produce their own 
helium. While we have not reviewed this program, we have been advised that 
the charges to Government agencies per 1,000 cubic feet of helium, f.o.b. Bureau 
of Mines plants in Texas and Oklahoma, is about one-half the cost of procure- 
ment from commercial suppliers who obtain their supplies from the same plants. 
We were also informed that commercial distributors procured about 88 million 
cubic feet of helium from the Bureau of Mines during fiscal year 1959 and that 
defense contractors purchased approximately 75 percent thereof for their con- 
tract requirements. We were advised that the program of the military services 
of furnishing helium directly to defense contractors largely has been abandoned 
because of various problems involving matters such as distribution, transporta- 
tion, and accounting. A Government-furnished materials policy is applicable 
in several missile activities such as the Atlas and Titan which require large 
quantities of helium ; however, helium used by defense contractors in the actual 
production of missile components is not Government-furnished. In view of the 
foregoing the Congress may wish to explore the long-range effect that section 
6(a) may have on the cost of Government contracts involving the use of helium. 

56853—60——_-2 








14 


CONSERVATION OF HELIUM 


Section 6(c)(1) provides that the selling price of helium shall be estab- 
lished in an amount that will provide repayment within 25 years from the date 
of enactment of the bill the net capital and retained earnings of the helium 
production fund as determined by the Secretary of the Interior at the date of 
enactment of the bill. We believe that the sale prices of helium should not be 
required to cover, in addition to costs, retained earnings consisting of cash in 
excess of normal working capital requirements, as opposed to retained earn- 
ings reinvested in revenue-producing fixed assets. However, we see no objec- 
tion to the present language if the intent of the bill is to provide, in effect, 
for a financial reorganization of the helium production fund. Such intent is 
indicated by the requirements for repayment within stated periods, with in- 
terest, of (1) net capital and retained earnings at date of enactment (shown 
on helium fund balance sheet as $26,583,833 at June 30, 1959) and (2) funds 
expended thereafter for helium production fund operations. 

Section 6(f) provides that amounts accumulating in the fund “in excess of 
amounts the Secretary of the Interior deems necessary to carry out this act 
* * * shall be paid to the Treasury” and created as repayments of borrowings 
or the fund’s investment. In our audit reports to the Congress on the Bureau 
of Mines and Defense Minerals Exploration Administration for the fiscal years 
1953 and 1954 (B-114812), dated June 8, 1954, and May 31, 1955, respectively, 
we pointed out that the cash balances in the helium production fund were 
excessive. At June 30, 1954, there was a cash balance of about $2,300,000 in 
the helium production fund; at March 31, 1960, this balance had increased to 
about $7,619,000. At March 31, 1959, the fund contained accumulated earnings 
of about $6,800,000 and at March 31, 1960, these earnings had increased to 
about $7,234,000. No return to the Treasury has been made since fiscal year 
1958 when $500,000 was covered into the Treasury. These large cash balances 
have accumulated notwithstanding a provision in section 3(c) of the Helium 
Act of September 1, 1987, as amended (50 U.S.C. 164c), which requires that 
amounts accumulating in the fund in excess of amounts the Secretary of the 
Interior deems necessary to assure payment of expenses shall be deposited in 
the Treasury. Weare of the opinion that S. 3376 should be amended to include 
a provision specifically limiting the cash balance in the helium fund to the 
fund’s normal working capital requirements. We therefore suggest a change 
in language as follows: 

Substitute a colon for the period after the word “section,” and add the fol- 
lowing: 

“Provided, That after repaying the Government investment specified in sec- 
tion 6(c) of this Act and the interest thereon, the cash balance in said fund 
shall not be allowed to exceed normal working capital requirements.” 

Section 6(f) appears to provide also that all costs incurred under the bill 
are to be paid from the helium production fund. Our prior audit showed that 
the operating costs of the research division of the helium activity were being 
paid from the Bureau of Mines “Conservation and development of mineral re- 
sources” appropriation. We recommended to the Director, Bureau of Mines, 
in an audit report issued to him on March 29, 1955 (B-118604), that research 
costs be paid from the helium production fund. Research is directed toward pro- 
viding basic scientific and technologie information on helium resources, purifica- 
tion, storage, transportation, conservation, and utilization. Because of this, 
we believe that it is a direct part of the operations of the activity and the as- 
sociated cost should be paid by the activity. It is our opinion that the bill 
should specifically provide for research costs to be paid from the fund. 

Section 12(b) authorizes and directs the Secretary of the Treasury to pur- 
chase obligations therein authorized to be issued by the Secretary of the In- 
terior. For this purpose the Secretary of the Treasury is authorized to use as 
a public debt transaction the proceeds from the sale of any securities issued 
under the Second Liberty Bond Act, as amended. The General Accounting Office 
has for many vears stated objections to this method of financing and has con- 
sistently recommended that funds to finance Government activities should be 
made available to the agency responsible for administering the program throug 
normal appropriation processes. We believe that financing by public-debt trans 
actions is objectionable because authorizations to finance programs and activi- 
ties in such a manner are usually stated in terms of continuing maximum 
amounts of obligations in the Treasury which can be outstanding at any time 
with no annual limitation. The continuing feature of such authorizations 
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avoids the need of annual appropriations. Such a method of financing may 
tend to perpetuate programs and activities at a level that might not otherwise 
stand the test of recurring annual congressional review. Accordingly, we be- 
lieve that consideration should be given to financing the activities to be au- 
thorized under S. 3376 by direct appropriation to the Secretary of the Interior. 

In line with our view that needed funds should be appropriated directly to 
the Secretary of the Interior, we suggest that section 12(b) be deleted in its 
entirety. Accordingly, all references to borrowing from the Treasury should 
also be deleted from the bill and substitute language provided as follows: 

1. In section 6(c) (2) of the bill, delete the entire section and substitute in 
lieu thereof the following: 

“(2) Within twenty-five years from the date of appropriation all funds pro- 
vided for the construction and acquisition of helium plants and facilities: 
Provided, That the repayment period on funds used in construction shall com- 
mence on the date of completion of the plant or facility constructed, and that 
the repayment of funds expended for the acquisition of plants or facilities by 
means other than construction, as authorized by section 3 of this act, shall 
commence on the date title to the plant or facility so acquired is vested in the 
United States.” 

2. In section 6(c) (3) of the bill (lines 21 and 22, p. 9), delete “borrowed, as 
provided in section 12 of this act,” and substitute the word “appropriated.” 

8. In section 6(d) of the bill (line 10, p. 10), delete the words “time of each 
borrowing” and “end of the fiscal year preceding the year for which such appro- 
priation is first available: Provided further, That interest on funds made avail- 
able through appropriation acts under subparagraphs (2) and (3) of subsection 
(ec) shall be computed in a manner so as to provide for the accrual of interest 
generally from the dates such funds are expended.” 

4. In section 12(a) of the bill (lines 19 and 20, p. 13), delete the words “bor- 
row annually from the Treasury and.” Also delete the word “authorized” in 
line 22 on page 13 and substitute the word ‘“‘appropriated” in lieu thereof. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


The Cuatrman. Prior to preparation of the committee prints, the 
staff held numerous conferences with interested parties, including 
industry representatives and departmental and agency officials. 

The committee print of H.R. 10548 contains two suggested amend- 
ments. ‘They are found on page 3, starting with line 2 and going 
through line 9, and on page 8, lines 19 through 22. I am convinced in 
my own mind that these two suggested amendments to H.R. 10548, if 
that bill is reported out by this committee, should be adopted. 

The committee print on S. 3376, among other suggested amend- 
ments, also embraces these two amendments, with them appearing on 
page 7, line 19 through line 3 of page 8, and on page 10, lines 7 
through 10. 

I also feel that, if this committee reports out S. 3376, these two 
amendments should be adopted in respect to it. 

I offer these two amendments for the consideration of the commit- 
tee, and urge that their provisions be included in whichever one of the 
two bills that the committee, in its wisdom, decides to report to the 
Senate. 

Numerous changes are incorported in the committee print of S. 3376 
which have been worked out in conferences with the staff of Senator 
Allott, the committee staff, Government agency representatives, in- 
dustry representatives, and the Office of Legislative Counsel. Some 
are technical in nature and appear highly desirable, both as to S. 3376 
and to H.R. 10548. To illustrate, the House bill seeks to amend the 
Helium Act of 1937, as amended, whereas it appears that what should 
be amended is the Helium Act of 1925, as amended. 
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I also call attention to the fact that the Federal Power Commission 
and the General Accounting Oflice have submitted to this committee 
suggested amendments which the House, in its wisdom, did not see 
fit to adopt. 

I hope that this full committee will, as soon as convenient at the 
termination of today’s hearing, be able to consider the legislation in- 
executive session so that it can be reported to the floor with ample 
time for its consideration prior to adjournment. 

The first witness this morning will be Mr. J. W. Wilson from the 
office of Senator Lyndon B. Johnson. 

Mr. Wilson, will you come forward 4 

Senator Anxorr. Mr. Chairman, will you indulge me for just a 
moment before we start on this / 

The Cuatrman. Yes: surely. 

Senator Atxorr. I would like to raise the question of perhaps mak- 
ing it easier to proceed on this matter. I am sure that everyone is 
aware that the chairman of this committee last year introduced a 
helium bill. I do not have that number here, but the chairman of this 
committee, I believe, introduced a helium bill along these lines last 
year, in which I asked to be cosponsor. And now I must say in all 
frankness that S. 3876, which was later introduced here by myself, 
with the chairman, is in essence the same bill—in substance, let us put 
it, the same bill—that the chairman introduced last year. 

However, this is a very, very technical field, as I found out after 
working on it for a couple of years, ana 5S, 3376 represents, in sub- 
stance, the bill that the chairman introduced last year, with technical 
amendments, particularly with the aid of the staff and, I must. ae- 
knowledge, a lot of help also from Mr. Pete LaRue of the Legislative 
Drafting Service, who helped do this. 

Now, in order to get action on this, it appears to me that we are 
probably going to have to utilize the House bill. But Lam not going 
to make this as a motion at this time. But just so that we can all 
direct our remarks to the same thing, [am going to inquire about what 
the chairman’s feelings would be about substituting the text of S. 

3376 for H.R. 10548. I think the terms, with the exception of the 
Kerr-McGee amendments, are satisfactory with the House, or at least 
I have been so informed. And then we would all be talking not about 
amending one bill this way and one bill this way, but we would all 
be talking about whipping just one bill into shape. 

I do not know how the Chair would react to that, but I thought be- 
fore we started any testimony we might make progress by doing this. 

The Cuarrman. That, it seems to me, would be a very appropriate 
way to handle this matter. Without objection, we will follow that 
course. 

Senator Anxtorr. I thank you, sir. 

The CuatrmMan. You may proceed. 


STATEMENT OF J. W. WILSON, OFFICE OF SENATOR LYNDON B. 
JOHNSON 


Mr. Witson. Mr. Chairman and members of the committee, my 
name is James W. Wilson. I am an assistant to Senator Lyndon B. 
Johnson. Senator Johnson is extremely interested in furthering a 
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sound helium conservation program, and he wanted very much to ap- 
pear personally and testify at this hearing. However, he was unable 
to do so, and he asked me to appear for him and submit the statement 
he would have made supporting these bills if he had been present. 
Therefore Ll ask that Senator Johnson’s statement be incorporated 
in the hearing record. 
The Cuairman. It will be incorporated at this point in the record. 
(Senator Lyndon b. Johnson's prepared statement follows :) 


STATEMENT OF SENATOR LYNDON B. JOHNSON 


Mr. Chairman and members of the committee, I appreciate very much having 
the opportunity to appear before this distinguished committee to testify on behalf 
of legislation to conserve our national resources in helium gas. 

The committee has before it for consideration H.R. 10548, sponsored by my good 
friend, Congressman Walter Rogers of Texas, and 8. 3376, sponsored by the dis- 
tinguished chairman of this committee, the Senator from Montana, Mr. Murray, 
and the distinguished Senator from Colorado, Mr. Allott. 

Let me say at the outset that I think that Congressman Rogers, Congressman 
Wayne Aspinall, and the other members of the House Interior Committee have 
done an excellent job on H.R. 10548, the bill that has passed the House of Repre- 
sentatives. They have put together a helium conservation bill which will serve 
our national needs for the conservation of this vital element and which at the 
same time insures that our traditional concepts of free enterprise will be pro- 
tected. The bill proposed by Senators Murray and Allott would accomplish 
these purposes in much the same manner, and they are to be highly commended 
for the dedication and industry their bill demonstrates. I think it unimportant 
which of these two bills serves as the framework for this legislation, for I 
believe that each bill does an excellent job of providing the basic conditions of 
a progressive hational policy in helium conservation. 

The basic purpose of this legislation is to permit the Interior Department to 
put into effect a long-range program for the development, production, conserva- 
tion, and distribution of the helium resources of the United States. Helium is 
an extremely important natural resource. Deposits of helium are extremely 
scarce, and yet we waste substantial quantities of it each day in the production 
and marketing of natural gas. 

We used to think that the use of helium would be pretty much limited to 
balloons and dirigibles. But as things developed, its greatest value is in ad- 
vanced scientific 2nd technological endeavors. Helium is extremely important 
to our missile and nuclear energy programs, and it serves a variety of industrial 
uses. But most significant, new and expanded uses of helium are almost cer- 
tain to develop in the near future and this will result in a great increase in 
demand. 

Helium is an extremely limited resource, and we are fortunate in the United 
States in having all of the important helium-gas-bearing fields in the world. 
Most of our helium is found in natural gasfields in the Texas Panhandle, Ohio, 
and Kansas. And large quantities are produced with the production of natural 
gas, and since the helium is not extracted and it will not burn, this production 
is wasted. It has been estimated that we waste 10 times as much helium every- 
day as our present daily requirements. 

The program contemplated by the bills under consideration by this commit- 
tee would bring an end to this waste. Plants would be constructed on helium- 
bearing gas pipelines to extract the helium from the natural gas going to market. 
The helium extracted would be stored underground in the Government-owned 
Cliffside gas field near Amarillo, Tex., where it would be conserved and made 
available for future use. 

I am very much impressed with the manner in which these bills would permit 
private enterprise to undertake the financing, building, and operation of these 
extraction plants. Private business would be given the opportunity to build the 
plants and to extract the helium under long-term purchase contracts with the 
Interior Department. I think we will all agree that this is in keeping with our 
finest American traditions and that it will be best for all concerned if such 
arrangements can be economically worked out. In the event that private enter- 
prise is unwilling to undertake this work, provision is made for the Government 
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to construct and operate these plants. However, I don’t believe it will be neces- 
sary for the Government to do so. 

I think that this helium conservation program is of utmost importance to our 
defense, space, and other scientific and industrial needs of the future. We need 
to develop every economical resource of helium we have. But one thing is clear; 
we certainly should not continue to needlessly waste this valuable resource. 

I commend these bills to the committee's attention and urge that it take action 
soon. I know that it will report a bill which will provide us with a progressive 
helium conservation program consistent with our free enterprise traditions. 

Mr. Wirson. Thank you, sir. 

The Cuairman. The next witness will be Mr. Elmer F. Bennett 
Under Secretary, Department of the Interior. 

Senator Anperson. Before you proceed, Mr. Bennett, the Secre- 
tary of the Interior, who has been very much interested in this helium 
matter, sent the committee a letter this morning with reference to this 
legislation. The Secretary, as you well know, has been very much 
interested and very helpful in this whole matter, and if you would 
not mind, I would like to insert in the record at this point his letter, 
which I do not regard as completely personal, but does express his 
strong interest. In it he says: 


There is, in my opinion, no pending legislation affecting this Department’s 
activities which is more important to conservation policy or to the defense, secu- 
rity, and general welfare of our country. As you well Known, an adequate and 
guaranteed supply of helium is of vital importance in our defense plans, and its 
consumption has increased approximately SO times over the level in 1987 when 
the existing helium law was enacted. Further, this upward trend is expected to 
continue. 


I have the privilege of discussing this situation with the Secre- 
tary. The Atomic Energy Commission has been very much interested 
in helium supplies or devices now being tested which will be using 
helium. I am tremendously pleased, and I would like to put it in 
the record, and I wish you would express my appreciation to the 
Secretary. 

Senator Brsite (presiding). That will be placed in the record at 
this point. 

(The letter referred to follows :) 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., May 31, 1960. 
Hon. JAMES E. Murray, 
U.S. Senate, Washington, D.C. 


DEAR SENATOR Murray: On July 27, 1959, the Department of the Interior sub- 
mitted legislation which would provide new legislative authority to enable us to 
carry out an effective long-range helium conservation program and clarify cer- 
tain provisions of existing law. This bill was considered by the House of Rep- 
resentatives which has passed H.R. 10548 to provide the authority we seek. H.R. 
10548 and S. 3376 are pending before the Senate Interior and Insular Affairs 
Committee. 

There is, in my opinion, no pending legislation affecting this Department’s 
activities which is more important to conservation policy or to the defense, secu- 
rity, and general welfare of our country. As you well know, an adequate and 
guaranteed supply of helium is of vital importance in our defense plans, and 
its consumption has increased approximately SO times over the level in 1987 
when the existing helium law was enacted. Further, this upward trend is ex- 
pected to continue. 

Helium-bearing gas from privately owned lands is presently being marketed 
as an inert component of natural gas fuel with the result that it is being wasted 
at an alarming rate. Helium which does not burn, is flared into the atmosphere 
as the natural gas is burned. 
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The need for an effective program to conserve helium was studied in 1957—58 
by this Department, and together with other interested agencies, the Department 
of the Interior filed a report on January 24, 1958, recommending a new helium 
conservation program. ‘This program received the approval of the President. 

It is my belief that the objectives of the bills are wholeheartedly supported 
by industry and by interested Government agencies, even though some difference 
of opinion may exist as to the exact wording of certain provisions of the pro- 
posed legislation. I am writing you to respectfully beseech your active assist- 
ance in having this legislation enacted by this session of the Congress. Known 
deposits of helium are limited and prompt action is needed to check the waste 
of this essential gas. 

The Bureau of Mines has completed construction of helium extraction plant at 
Keyes, Okla., and operations were begun in August 1959. It is contemplated that 
under the proposed legislation up to 12 additional plants will be constructed by 
private industry, or, if necessary, by the Federal Government. 

ssentially, the program for which we seek authorization is a basic conserva- 
tion necessity. If we are to have a source of helium for the future, this need- 
less waste through the use of helium-bearing natural gas must be prevented. 

In our opinion, the terms of H.R. 10548 are reasonable and provide a work- 
able basis for this program. We also have indicated our willingness to accept 
some of the additional, provisions of S. 3376, if your committee should so elect. 

My staff and I stand ready to assist you in any way to secure enactment of this 
legislation. 

With kind personal regards, 

Sincerely, 
Frep A. SEATON, 
Secretary of the Interior. 


Senator Bistr. We are always delighted to see you, Mr. Secretary. 


STATEMENT OF ELMER F. BENNETT, UNDER SECRETARY, DE- 
PARTMENT OF THE INTERIOR; ACCOMPANIED BY ROYCE A. 
HARDY, ASSISTANT SECRETARY FOR MINERAL RESOURCES; 
HENRY P. WHEELER, JR., ASSISTANT DIRECTOR, BUREAU OF 
MINES; AND CHRISTIAN RODGERS, SPECIAL ASSISTANT TO 
SECRETARY HARDY 


Mr. Bennerr. I appreciate the privilege, Mr. Chairman, of appear- 
ing before your committee to discuss the need for an effective long- 
range helium conservation program, and for new legislation to en- 
able the Department of the Interior to implement such a program. 

Before proceeding, for the sake of the record, I would like to indi- 
cate that I have accompanying me today Assistant Secretary Royce A. 
Hardy, the head of the helium activity of the Bureau of Mines, Mr. 
Henry Wheeler, and Mr. Christian Rodgers, special assistant to As- 
sistant Secretary Hardy. 

President Eisenhower has approved the adoption of a new national 
helium-conservation policy aimed at saving, for future use, helium that 
would otherwise be wasted in helium-bearing natural gas consumed as 
fuel; and in his budget message, the President pointed out the need 
for enabling legislation to check the wastage of this limited and ir- 
replaceable natural resource. 

The Congress has been responsive to the need for new helium legis- 
lation, and as you know, the House of Representatives has already 
passed a bill (H.R. 10! 548) which would provide essentially the legis- 
lative authorities suggested by the Department of the Interior in a 
proposed bill submitted to the Congress on July 27, 1959. 
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The bill proposed by the Department was introduced in the Senate 
as S. 2567. Another bill, S. 3376, was subsequently introduced in the 
Senate, following the action of the House of Representatives, to incor- 
porate generally the changes developed as a result of the House hear- 
ings and to improve the general format of the proposed legislation, 
The basic objectives of all of these bills are the same, and any one of 
them essentially would provide the new authorities needed by the De- 
partment of the Interior to implement an effective helium conservation 
program. 

The concurrence of the Senate with H.R. 10548 as passed by the 
House of Representatives would complete the enactment of this im- 
portant legislation. If, however, the Senate should choose to adopt a 
revised version of H.R. 10548, we would recommend two relatively 
minor changes in it. 

In section 6(b), we would recommend that the words 
domain” be inserted to make the language read as follows: 


by eminent 


In the event disposal is contemplated under section 1(d) of this act of any prop- 
erty acquired by eminent domain by the Government * * * 

We believe that this would better express the intent. of the levislation, 
and thus avoid an interpretation that might be considered to be 
applicable to all property without regard to its nature of method of 
acquisition. 

In the second paragraph of section 1(d) of TL. R. 10548, we would 
renee: deletion of the words “in its place of deposit in nature” 
(p. 4 line 23 of the star prin t) in order: to avoid an inte rpret: ation 
that thaigeht lead to some measure of doubt regarding the ownership 
of helium removed ie its place of deposit in nature and subse- 
quently extracted by or for the United States. If lessees from the 
Government should be held to acquire an ownership interest in ex- 
tracted helium as a result of this language, to that extent an unearned 
windfall would accrue to them. 

Our comments regarding 5S. 3376 have been given to you in a writ- 
ten report, and I shall not repeat them in this statement. The en- 
actment by the Congress of this bill with the changes that we have 
recommended would provide the Department of the Interior with an 
excellent legislative basis for an effective helium program. 

I would like to comment on two proposed amendments to the above 
bills that we understand the committee has been asked to consider 
primarily to protect the interests of some private interests having 
leases on helium-bearing gas lands in the Pinta Dome area of Arizona. 

The first of these amendments purports to be designed to assure 
that helium supplied from “any plant” to meet current demands of 
consumers, and not sold to the Government, should be sold at the 
rice the Government would sell helium in accordance with the legis- 
ly and thus discourage “dump” sales of helium. There is some 
uncertainty, however, as to the applicability of the proposed amend- 
ment. Although we have some constitutional doubts as well as policy 
reservations, we would interpose no objection to it if it should be 
restated so as to be clearly applicable to all helium sold by private 
helium producers to supply current helium demands, whether or not 
the private producers have contracts with the Federal Government 
as participants in the helium conservation program. If, however, 
the provision should be applicable only to those private companies 
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cooperating with the Government in the conservation program, and 
thus leave other private interests free to exploit. without restriction 
any helium resources that they might own or otherwise control, then 
the Department of the Interior must object to it as being unfair to 
those who contract with the Government, as inequitable and as hav- 
ing monopolistic tendencies. In such an event, the private companies 
choosing to do business with the Government would be unfairly pen- 
alized for so doing, and they would be effect ively prevented from com- 
peting with companies outside the Government’s program for a share 
of the private market in the sale of their surplus production. In our 
considered opinion, such a provision would create a greater inequity 
than it purports to overcome. _ 

The Department of the Interior agrees that private companies con- 
tracting to sell helium to the Government should not be permitted to 
sell any helium that they might produce in excess of that purchased by 
the Government at a depressed or “dump sales” price on the open mar- 
ket. We would propose to include in our contract with each company 
a provision that would prohibit the sale by the company of any excess 
helium at a price lower than the lowest price paid by the Government 
under any contract entered into pursuant to the legislative authority. 
We believe that this would be a fair and reasonable method of re- 
stricting the companies doing business with us from exerting any un- 
fair competitive advantage over other private companies that might 
produce and sell helium outside the Government program. 

I understand the second proposed amendment would amend the 
licensing provision of the legislation to direct the Secretary of the 
Interior to purchase any helium that a private producer would be 
unable to otherwise sell because of restrictions imposed by licenses 
issued by the Secretary. Such an amendment would negate the ob- 
jectives of the licensing provision which is designed to assure that 
helium conservation will be achieved in the overall public interest. 
The licensing provision may be invoked only when the President 
determines that the defense, security, and general welfare of the 
United States require such action; and in such an event, the issuance 
of licenses should be undertaken to assure that the overall best. inter- 
ests of the United States will be served—with no strings attached. 
Consequently, we recommend the licensing section of the bill as writ- 
ten, without inclusion of the proposed qualifying amendment. This 
authority is not essentially different from that conferred upon the 
Atomic Energy Commission, and should be similarly evaluated. 

I will be pleased to answer any questions that you might have re- 
garding any of the proposed bills or amendments. With your permis- 
sion, however, I would first like to describe briefly the situation that 
makes a helium conservation program necessary and to define the 
scope of the program contemplated by the Department of the Interior. 

This program has been developed over a period of 4 years in collab- 
oration with other agencies having an interest in helium. The Office 
of Civil and Defense Mobilization, the Bureau of the Budget, the 
Department of Defense, the Department of Commerce, and the Atomic 
Energy Commission, all have cooperated with the Department of the 
Interior in studying the matter, and they are unanimous in supporting 
the need for an effective helium conservation program. Scientists and 
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engineers acquainted with the helium program, and leaders in indus- 
try who can foresee a continuing need for helium, are among the 
program’s strongest supporters. 

The urgency of the situation and our plans to implement an effec- 
tive program can best be described, I believe, with a series of charts 
which I would like to explain to you. Copies of the charts have been 
made available to the committee. 

Our first chart is a simple picture of the situation that confronts us, 
Although the United States is blessed with the only substantial helium 
resources in the free world, our resources are dwindling each day as 
natural gas containing helium is consumed in stoves and furnaces 
without regard to its helium content. Coincident with this wastage, 
our requirements for helium are increasing steadily. If this situation 
is allowed to continue, we will have little or no helium remaining in 
the future at a time when we will need it most. The details of this sit- 
uation will be illustrated further in subsequent charts. 
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The next chart illustrates the growth of helium production in the 
United States over the past 40 years. The demand for helium reached 
a peak during World War II, and then fell sharply when the Navy’s 
blimp activities were curtailed. As soon as science and industry 
learned that high purity helium was readily available at a reasonable 
price, however, the demand for helium rebounded; and the upward 
surge has been spectacular. In fiscal year 1960, the demand will be 
about 440 million cubic feet—more than seven times the consumption 
10 years ago in 1950. Further increases are anticipated; the esti- 
mated demand for fiscal year 1961 is 550 million cubie feet, and for 
fiscal year 1962, 612 million cubic feet. As indicated on the chart, 
we presently have more than enough capacity to meet present require- 
ments, but additional capacity will likely be needed by fiscal year 
1962-63. 
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Our third chart shows a breakdown of helium consumption in fiscal 
year 1959 by users. It clearly indicates the predominant interest of 
the Federal Government in assuring a continuing adequate supply of 
helium. The Federal Government presently uses, directly or indi- 
rectly, more than 90 percent of the helium produced by the Bureau of 
Mines. The Department of Defense and the Atomic Energy Com- 


WHO USES HELIUM 


OTHER > 


FEDERAL 
WEATHER BUREAU ‘uaa 


- FEDERAL 
ONTRactS 











24 CONSERVATION OF HELIUM 

mission are the principal helium consumers. A considerable, and 
growing, quantity of helium is required by the National Aeronautics 
and Space Administration. 

The next chart is a breakdown of helium consumption by end-uses, 
The importance of helium to defense, atomic energy, and space pro- 
grams is clearly indicated. Helium is used in the manufacture, test- 
ing, maintenance, and operation of long-range missiles and space ve- 
hicles. It is used at all of the major atomic energy facilities, and 
will undoubtedly be used in peaceful nuclear energy power and other 
applications. It is used in hypervelocity wind-tunnel research, and 
in balloons to gather weather, cosmic ray, and other data in the upper 
atmosphere. In welding, helium is particularly useful in welding 
stainless steel tubing and structures for missiles and nuclear energy 
facilities. It is used in the production of titanium and zirconium, and 
in the growth of silicon and germanium crystals for transitors, 
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Most, if not all, of these uses seem almost certain to grow, and yet 
the most startling and important uses for helium in the future may 
well occur in a field that 1s of relatively minor importance today— 
the field of cryogenics where temperatures approaching absolute zero 
are required. As you may know, absolute zero (460 degrees below 
0 degrees Fahrenheit) is the temperature where theoretic ally all mo- 
lecular motion would cease. Some important developments already 
have been made in this area—supersensitive infrared detectors, elec- 
tronic amplifiers with very low noise levels, and a device the size of 
a human hair that can perform some of the functions presently ac- 
complished with larger electron tubes and transistors. Ordinary 
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metals and other materials acquire strange and abnormal properties 
at temperature approaching absolute zero, and an ever-increasing 
amount of research is being conducted to exploit these phenomena. 

Our fifth chart shows that our helium-bearing natural gas resources 
are concentrated in a small area of the United States. Natural gas 
is produced in many States of the Union, but those containing impor- 
tant quantities of recoverable helium are concentrated in Texas, Okla- 
homa, and Kansas, with lesser quantities in Utah, New Mexico, and 
Arizona. Ninety-nine percent of the proven recoverable helium re- 
sources of the United States are found in four fields in Texas, Okla- 
homa, and Kansas. <A recent discovery of helium-bearing gas in 
Utah—as yet undeveloped and unproven—may prove to be the first 
important helium find in the past 16 years, although more than 700,000 
wells were drilled for oil and gas in the United States in the interim. 
There are no important helium-bearing gas resources outside the 
United States in the free world. 
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The only sizable source of helium other than helium-bearing natural 
gas is the atmosphere, which contains only about one part helium in 
200,000 parts air. Recovery of helium from the air is technically 
feasible, but at the present state of the art, the cost would be perhaps 
1,000 times the cost of extracting helium from natural gas. If the 
helium should be recovered from all of the air processed annually 
in the United States in the production of oxygen, the volume of helium 
so recovered in a year would supply current demands for helium 
for only a few days. We cannot, therefore, count on byproduct 
helium from oxygen plants as a source of relief. 
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The next chart shows in more detail the area in which our principal 
helium-bearing gas resources are found. Fields in this area contain 
about 154 billion cubic feet of recoverable helium—apparently enough 
to last for many years. Helium is only a minor constituent of the gas 
(Jess than 1 percent by volume), however, and numerous pipelines are 
transporting the otherwise combustible gas to fuel markets without 
regard to the attendant wastage of helium. Consequently, our helium 
resources are being depleted at a rate in excess of 5 billion cubic feet 
a year, with more than 4 billion cubic feet a year being wasted to the 
atmosphere without serving any useful purpose. Helium will not 
burn, and it is vented to the air with flue gases from the stoves and 
furnaces of more than 15 million gas consumers. It would not be 

ractical to conserve the helium by shutting-in the major helium- 
eaieines gas fields and thereby depriving fuel-gas consumers of their 
sources of supply; however, the helium can be conserved without ad- 
versely affecting the fuel supply by extracting it before the natural 
gas is transported to fuel markets. 
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The next chart shows the anticipated relationship between the de- 
pletion of our natural helium resources and the growing demand for 
helium over the period 1960-85. The helium that will be available 
for recovery will decline from year to year as the helium-bearing gas 
fields approach ultimate depletion. The demand for helium is ex- 
pected to increase as more and expanded uses are found. By about 
1985, or soon thereafter, the annual demand will likely exceed the 
quantity of helium that could be obtained from all of the presently 
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known resources. This is the crux of the long-range helium problem. 
If we wish to assure ourselves of an adequate supply of helium past 
1985, we must save some of the helium that is being wasted now. 
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About 12 additional helium plants would be required in the natural 
course of events to keep pace with the growing helium demand to 
1985. The proposed helium conservation program contemplates the 
construction of these plants now instead of waiting until they are 
needed. The helium available to these plants is shown separately on 
the chart. By constructing the plants now, about 52 billion cubic 
feet of helium, that would otherwise be wasted, could be saved. The 
Department of the Interior is hopeful that private industry would 
participate in the program by financing and building the plants. If, 
however, industry should not choose to participate in the program, 
the plants should be built by the Government as part of its overall 
responsibility. 

Still additional helium could be saved by constructing plants at 
less favorable locations. Further consideration would be given to the 
advisability of doing this if future events should indicate the need 
for it, but we do not consider it as a practical component of an ade- 
quate conservation program at this time. 

At this point, I would like to explain that it may be possible to 
achieve the desired conservation objective without building 12 plants. 
In order to estimate the probable cost of the program and other fac- 
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tors, it was necessary to make an assumption as to where the plants 
would likely be constructed. It is entirely possible that suitable ar- 
rangements might be made with the various natural gas companies 
to consolidate, in some instance es, the helium-bearing gas available a 
two or more of the tentative sites, and thereby reduce the number of 
plants required to. do the job, We would, of course, try to carry out 
the program in the most efficient and economical manner. 

Our next ye shows what would happen to our helium resources 
in the next 25 years if nothing is done to save them. Regardless of 
what we do, the recoverable helium in the known helium-bearing gas 
fields will be reduced by about 119 billion cubic feet in the course of 
meeting fuel gas needs leaving about 35 billion cubic feet of re- 
coverable helium remaining in the fields as of 1985. About 36 bil- 
lion cubic feet would be recovered in new plants built as needed to 
keep pace with growing demands—and about 83 billion cubic feet of 
helium would be wasted to the atmosphere through stoves and fur- 
naces. This same picture is presented in simpler form in an accom- 
panying bar graph. 
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Our next chart illustrates the conservation that could be achieved 
by constructing plants at the 12 most favorable sites now, instead of 
waiting until they are needed to meet current demands. The helium 
in the gas fields would still be reduced by 119 billion cubic feet by 
1985, and 36 billion cubic feet would be used to meet current demands; 
but 52 billion cubic feet of the helium that would otherwise be wasted 


+ Or Pee 


Ss > 


m 


ste 


an 








CONSERVATION OF HELIUM 29 


would be saved for future use. The conserved helium would be stored 
underground in the Government-owned Cliffside gas field near Ama- 
rillo, Tex., until needed. 
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Instead of having only 35 billion cubic feet of helium available 
| in 1985 to meet future requirements, we would have a total of 35 plus 
52, or 87 billion cubic feet of helium. Again, a separate bar graph 
is provided to illustrate this situation in simpler form. 
Renate Anperson. Mr. Secretary, what about this storage spot at 
, Amarillo? Has that been tested enough to know that it will contain 
| thegas? Or does it leak a little bit? 


Mr. Bennerr. The helium people claim that it will do the job. Mr. 
Wheeler can speak on that, I am sure. 

Mr. WueEeEtEr. We have put helium into that field twice, about 100 
million cubic feet. on one occasion, and now we have about 200 million 
cubic feet there. In the first case, we were able to recover from the field 
all of the helium that we put into it. We have not had an occasion 


as yet to try to recover the 200 million that we have put in within the 
last few months. 


red However, this field contains natural gas, and has contained natural 
of gas, up to a pressure of 700 pounds per square inch or better. And we 
um are confident that it would contain the helium, so long as we do not 
by exceed the pressure that was originally in the field, as provided by 

ds: mother nature. 

ted | This is the same method used by natural gas companies generally to 


store natural gas, and since the field was tight originally, we are confi- 
dent that it will hold the helium. 

Of course, we will check it very carefully when we start to put it in, 
and make sure that it is holding the helium. 
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Senator Anperson. There is some difference in the storage of natura] 
gas and the storage of helium in the value of the product, is there not? 
You can waste natural gas and not worry too much about it. It would 
not be too expensive. 

Mr. Wureter. We recognize that we will be storing a very expensive 
commodity. 

Senator Anperson. How does it compare in value with the pro- 
gram you recommend for natural gas? How does it compare for, for 
a thousand cubic feet in value, compared with natural gas? 

Mr. Wueeter. Well, about $15 compared with about 15 cents per 
thousand cubic feet. 

Senator Anperson. That is why I say you could lose a little of the 
natural gas without worrying. 

Mr. Wueeter. This poses many problems, in measurement and a 
good many other things. 

Senator AnpErson. At some time, Mr. Secretary, will you comment 
on the Navajo situation? Is their helium gas now exhausted? 

Mr. Bennerr. Well, it is my understanding that they have made 
some discoveries there recently, on the reservation. The original de- 
posit is exhausted, but there have been new discoveries. 

Again, I will call on Mr. Wheeler to give that in greater detail. 

Mr. Wueecrr. Well, it is true that the Rattlesnake field near Ship- 
rock, which was the original helium discovery, is now depleted. It 
is also true that there is a fairly good possibility that other helium- 
bearing gases will be found on the reservation. It is in an area 
where the likelihood is better than in other parts of the country. 

Senator AtLorr. While we have this break: Mr. Wheeler, what hap- 
pened to that helium well near Model, Colo.? I believe the Govern- 
ment operated it fora while. Jo you recall ? 

Mr. Wueeter. The Government acquired the interest of the helium 
company in Thatcher, Colo., at Model Dome, in 1937, subject to a 
direction of the Congress in the 1937 Helium Act. 

The pressure in that field is presently only 10 pounds per square 
inch. The amount of helium in the field we estimate to be less than 
100 million cubic feet. 

As you recognize, we are talking about 4 billion feet a year being 
wasted. So, relatively speaking, it is very small. 

Senator Atiorr. A very small structure, then. 

Mr. Wuercer. That is right. I might say that the Government 
has also given the property owners In that area disclaimers of inter- 
est in all of the private property that we acquired, so that we have no 
interest in the field, no property intereest in the field, so far as helium 
is concerned, other than what the Government has generally on 
helium on public lands. 

Senator Atiorr. Thank you. 

Senator Binte. You may proceed, Mr. Bennett. 

Mr. Bennett. The next chart illustrates how the helium conserva- 
tion program can pay for itself over a 25-year period. The payout 
assumes that the Government would purchase helium from _ plants 
constructed and operated by private industry, and then sell helium 
as needed to supply current demands. It assumes that the Govern- 
ment would be the principal, if not the only, primary source of helium 
to meet the requirements of Federal agencies and industry. If any 
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part of the helium market should be supplied by direct sales from a 
private plant to consumers, the payout plan would be jeopardized 
accordingly. ‘The present role of private compressed gas distributors, 
in reselling helium obtained from the Government to individual pri- 
vate consumers, would not, however, be affected. 
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The cost of producing helium at the various plants would vary 
widely from plant to plant because of differences in the helium con. 
tent of the available natural gas and other factors. Consequently, 
the Government would expect to pay at each plant a price for helium 
that would be related to the costs at that particular plant. This 
means that a different price would likely be paid at each of the 
plants. The price that the Government would charge for helium 
would be calculated to provide sufficient income over a 25-year period 
to allow repayment to the Treasury all borrowings plus interest 
accrued in the early years of the program. 

Senator Brsie. Could you pause for a second? 

Senator Anderson ? 

Senator Anperson. I was just interested in this one sentence: 

If any part of the helium market should be supplied by direct sales from a 
private plant to consumers, the payout plan would be jeopardized accordingly, 

I do not quite understand what you mean by that. 

Mr. Bennett. Well, I think it means simply this, Senator Ander- 
son, that if in fact large amounts of helium were produced and 
marketed outside of this program, to that extent the revenues of 
the Government, under the payout plan, would be reduced. As of 
today, there is no production whatever commercially beyond the 
Government’s production. 

Senator AnpEerson. Would it be contemplated that the Govern- 
ment price might be higher than the price that these private com- 
panies might charge? Is that what you mean to say? If so, they 
could upset the payout schedules? 

Mr. Bennett. Yes, it could very well work out that way, because 
the purposes here is, naturally, to extract this helium, transport it 
a long distance, store it for a number of years, and you have quite 
substantial costs involved in this whole operation in the interest of 
conservation. And if it is to be maintained on a payout basis, of 
the kind that is spoken of here, then any large sales outside of the 
program, by private producers, would to that extent cut into the 
revenues that the Government would otherwise achieve. 

Senator ANpERSON. I was just wondering what the position of a 
private party might be. If he agreed to sell at the same price as 
the Government, would he be charged with conspiring to restrain 
trade and therefore be subject to Federal action? If he did not, 
the Government program would be jeopardized. Is there any plan 
on foot that the Government would do the same thing it has done 
with uranium, for example, where it becomes the sole owner of the 
supply and decides to sell whatever it will sell privately to industry! 

Mr Bennetr. Actually, we do not —— that we do that. We 
do have a licensing provision in the legislation. The licensing pro- 
vision, however, is primarily intended to control end use, where that 
end use really cannot be justified from a conservation point of view. 
And unless that were necessary, in order to prevent wastage through 
unjustifiable uses, there would be no intention to use the licensing pro- 
vision as a price maintenance mechanism. It is not intended for that 
purpose, any more than it is really intended for that purpose in 
the Atomic Energy Act. 
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The licensing provision is designed to serve the public interest in 
directing the flow of the material into useful purposes, as distin- 

ished from wasting purposes. 

But actually, we are not proposing, here, Senator, that we do any- 
thing about this, because as of today ‘there is no commercial produc- 
tion. And the leigslation itself reserves the Government market to the 
Government as a means, really, of protecting what we consider to be 
at least the minimum assurance of payout. But it does not go beyond 
that. 

There is no effort made in this legislation to tie up the entire market 
for helium; that is, both the Government market and the market be- 
yond the Government, exclusively, either through ownership or other- 
wise, to the United States. 

Senator Anperson. I am just trying to find out what happens in 
cases like the Rattlesnake structure, which the Navahos own. If the 
Government did not take that over, the Navahos might decide to do 
what they have done with their timber, namely, manufacture it them- 
selves, process it themselves, and start to sell it. 

Now, if they started to sell it, what I am trying to find out is: Do 
they have to sell it at a price which protects the Government program, 
or can they sell it at a lower price and wreck the Government pro- 

am? And if so, what is the Government going to do itself to 
stabilize the Government program ? 

Mr. Bennerr. Well, [ think in reference to that, Senator, it might 
be wise to go back to my comment on pages 3 and 4 of my prepared 
statement, concerning the first price maintenance provision in the 
so-called Kerr-Me Gee amendment. 

As I said in that provision, or in that language, if the language is 
intended merely to bind contractors with the Government to sell at 
that price, so far as they may have surplus production over and above 
what they sell the Government, then we say that that would be unfair. 

Now, secondly, we say if it is to be construed as applying both to 
private operators outside the program and to those within the pro- 
gram, we would interpose no objection, although we do have both 
constitutional and policy reservations on the point. 

Now, that is the point you are getting at, Senator. We do not know, 
really, from the language of that amendment, where it applies equally 
to Government contractors and also those who may produce helium 
outside the program, or whether it is properly construed as applying 
only to contractors. 

We say if it is applied across the board, we will waive our policy 
reservations and our constitutional doubts about it as a price fixing 
measure, so long as it is applied equally, both to those outside and 
inside the program. 

Senator Anperson. Of course, some of the Government Depart- 
ments have had some expeirences with price support programs. 

Mr. Bennett. Yes. 

Senator Anperson. I had a little experience in that area, myself, 
and I know how easy it is for one group of sales to upset a general 
program to support another price. We had it with the importation 
of agriculture commodities into this country, which this Government 
was trying to support. 
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Now, the Comptroller General had some comments. Ii you would 
prefer to finish your statement and come back to it, 1 am quite agree- 
able. Probably that would be the best way. But in reading that, | 
was struck by that sentence, which suggested that a group, if they de- 
sired to doso, could upset this carefully worked out program, to which 
I subscribe. I mean, I think it is a fine thing if the Government js 
looking in that directiton. I am not as unenthusiastic about some of 
this future as some people are, because I do believe that the atomic 
energy demands will take up a tremendous quantity of helium that 
we have available, and some of the plants that are being constructed 
will use helium. I am just a little worried about that one sentence, 

Mr. Bennett. Preliminary calculations indicate that a price of $40 
a thousand cubic feet of helium—a little more than double the present 
price—would enable the program to pay out as shown. ‘The actual 
price to be charged would be calculated and changed, if necessary, from 
time to time after the program was underway. We do not believe 
that a price increase of the magnitude indicated would have any mate- 
rial effect on the use and consumption of helium in the important 
areas where it is required. 

Our last chart presents a forecast of the funds that would be needed 
from the Treasury each year in the early years of the program to make 
up the deficit between anticipated income and expenditures, and it 
shows annual repayments to the Treasury starting in about 1970. You 
will note that the schedule calls for the repayment of almost double 
the amount of the borrowing due to the inclusion of interest charges 
amounting to about $245 million. 
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It would be foolish for anyone to believe that our helium resources 
will decline and the dem: and for helium will incre ase at exactly the 

rates predicted in the foregoing charts. It is an inescapable fact, 
however, that our resources are being depleted at a rapid rate and that 
our need for helium is increasing year by year. Perhaps the known 
resources Will be capable of meeting our needs to 1995 or the year 2000, 
instead of 1955 as predicted in our estimates. At some time in the 
future, we will surely need the helium being wasted today. 

Senator ANpERSoN. At that point, I would like to ask you: On the 
bottom of page 13 of your prepared statement, you say: 

You will note that the schedule calls for the repayment of almost double the 
amount of the borrowing due to the inclusion of interest charges amounting to 
about $245 million. 

In view of my interest in reclamation interest rates, what interest 

ate had you figured ? 

Mr. Bennett. + percent, Senator. 

I knew exactly where vou were headed, Senator. 

Senator Anprerson. Well, I think that shows the danger of having 
to take the vield on Government bonds, instead of the rate on Govern- 
ment bonds. If you used actually what the Government is going 
to pay out itself in interest, you would make this a much more favor- 
able picture. 

Mr. Bennerr. It would be foolish for anyone to believe that our 
helium resources will decline and the demand for helium will increase 
at exactly the rates predicted in the foregoing charts. It 1s an in- 

escapable fact, however, that our resources are being depleted at a 
mai rate and that our need for helium is increasing year by year. 
Perhaps the known resources will be capable of meeting our needs to 
1995 or the vear 2000, instead of 1985 as predicted in our estimates. At 
some time in the future, we will surely need the helium being wasted 
today. 

Senator O'Manonry. Mr. Secretary, L ask, out of ignorance: What 
isthe source of the present supply ? 

Mr. Bennerr. Well, the source of ri present supply, of course, is 
the Government program exclusively: Government plants operated by 
the Bureau of Mines. And the fields from which the helium being 
used to meet current demands are privately owned fields in Texas, 
Oklahoma, and Kansas. 

Senator OMauonry. These are privately owned fields ? 

Mr. Bennerr. The fields are privately owned. 

Senator O'Manoney. But the helium belongs to the Government ? 

Mr. Bennerr. No. No, indeed. We buy the helium from the gas 
companies or whoever controls the field. 

Senator OMattoney. What was the original action of the Goyern- 
ment to conserve helium / 

Mr. Bennevrr. Well, this goes back to the original program. I will 
let Mr. Wheeler comment on that. 

Senator O'Manonery. Lam just asking you to bring my mind back. 

Senator ANpERSON. It was 1925, was it not? The « original Helium 
Act? 

Mr. Bennerr. Yes. 

Senator O'Manonry. What does that act do? 
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Mr. Wueeter. The 1937 amendment authorized the Government to 
produce and sell helium not only to Federal users, but also to private 
users. At that time there was one private company tr ying to produce 
helium. They had a gas supply in Kansas and in Colorado. Both 
of these fields were not good sources of helium-bearing gas. 

Senator O’Manoney. What is the story about the w aste of helium 
in flaring gas ¢ 

Mr. Wueever. Well, very little helium is wasted in flaring gas, 

Senator O’Manoney. I have a letter from Secretary Seaton, which 
seemed to indicate that that was the cause of waste. 

Mr. Bennerr. No; the big loss, Senator, as I think you will realize 
is in the gas which is used for fuel, in stoves, in furnaces, and other 
fuel uses. 

In other words, as my statement pointed out, something over 4 bil- 
lion cubic feet of helium is lost ev ery year as a result of ‘being inter- 
mingled with fuel gases. And it does not even provide fuel, you see, 
because it is not a combustible gas. And that is where the big Ww nate 
is. 

Senator ANpERsoNn. It comes mixed, but has no value with that other 
product ? 

Mr. Bennerr. That is right. Even for fuel purposes it has no 
value. 

These plants, in other words, would be interposed at sites as the 
gas moves to market, and the helium would be taken out as the gas 
moves on to the fuel market. 

Senator Atitorr. Mr. Chairman, I think it might be a wise idea just 
to clear up the record at this point, or at least expand it. 

Title 50 of the United States Code, chapter 10, on helium gas, al- 
ready gives to the Government, to the Secretary of the Interior, the 
power ‘to acquire and reserve helium gas properties. And I might 
read just the first paragraph to indic ate some of the powers that he 
already has in this field. 

This is article 162: 

For the purpose of conserving, producing, and selling helium gas, the See- 
retary of the Interior, through the Bureau of Mines, is authorized (@) to 
acquire, by purchase, lease, or condemnation, lands or interests therein or op 
tions thereon, including but not limited to sites, rights-of-way, and oil or gas 
leases containing applications to pay rental in advance or damages arising out 
of the use and operation of such properties; but such lands or interests in lands 
may be acquired by condemnation only when necessary for the production or 
conservation of helium to meet the needs of the Army and Navy and other 
agencies of the Federal Government. 

Now, the present legislation, if I may say so to the Senator from 
Wyoming, to expand upon the idea that he opened up—the present 
legislation is based upon the idea that the future field of helium ts not 
going to be just for the Army and the Navy or necessarily another 
agency of the Government, but that we are wasting—I believe the 
fioures Secretary Bennett gave a few minutes ago indicate that we 
are depleting and wasting 5 billion cubic feet a year and our present 
consumptive use of helium is only 500 million, in round figures. 

So that actually we are wasting 10 times the helium each year 

right. now that our present consumptive use is. I believe the Siguee 
you gave for this year was 462 million, if I recall correctly. 

Is that right? 
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Mr. Bennerr. That is right. We are losing 10 for every 1. 

Senator Atiorr. And this provides certain ways. It can construct 
and acquire pipelines and so forth. But there is this generally re- 
strictive attitude. They do have some powers here, but they do not 
have the powers and the wherewithal to face the future, as they are 
going to have to face it. And I thought maybe it might be of some 
help to draw attention to the powers they now have in this act. 

Mr. Bennerr. As a natter of fact, to carry this one point further, 
we have plenty of power legally, assuming Congress could appro- 
priate the billions of dollars it would take to condemn these very 
extensive and valuable natural gas fields that are supplying the fuel 
market. But that is neither practical nor desirable, and we need 
these more limited authorities to, in other words, acquire just enough 
interest, if need be, in that gas, to remove the helium as it is taken 
from the ground, rather than having to take the whole field. And it 
is in this area of more limited authorities, where we are lacking the 
legal framework to carry out this conservation program. 

This I think Senator Allott indicated very clearly. That is our 
real problem, and why these authorities, this package of authorities, 
needs to be expanded. 

Senator Anprerson. Let me ask one question, there. 

If we are now having in total production 5 billion cubic feet of 
helium, and we are only actually using 500 million, so that we are 
wasting 414 billion feet of helium each year, if you recovered all of 
that, could you store it at Amarillo? 

Mr. Wiireter. Yes, sir. 

Senator ANperson. And if so, for how long? 

Mr. Wureter. Approximately 40 billion cubic feet of natural gas 
have been produced from the Cliffside field. Now, we think that we 
can return up to 40 billion cubic feet of helium, without exceeding 
the pressure conditions that existed originally in the field. 

Senator ANpeRsoN. In other words, if we went ahead now and 
saved it all, we could go on for 8 years in that one area alone. And 
there might be other areas where we could also store if we wished to 
do so. 

Mr. Wuee er. That is correct, sir. 

Senator O’Manoney. Is helium to be found in all gas of the fuel 
kind ¢ 

Mr. Bennett. No, it is not, Senator. It varies a good bit. We had 
amap which points this out. 

Senator O’Manonry. Let me suggest to you that the coal industry 
would thank you heartily if you asked us to prohibit the production 
of gas containing helium. 

Mr. Bennerr. I know they would. I think they would approve of 
that very highly. 

Senator Attorr. Mr. Chairman, before we go on, I would like to 
bring out this one other point with respect to existing law. This is 
really a change in objectives, is it not? The present law gives them 
these powers for defense purposes, essentially. And this is a change 
from that to the objective of conservation and implementing the means 
and the authority by which you can accomplish it ? 

Mr. Bennerr. That is a very accurate statement, Senator. 





38 


CONSERVATION OF HELIUM 


As it is now, our authority basically is limited to producing helium 
for current demands, as you indicated, of the Army and of the Navy, 
and for that matter in nongovernmental purposes, since the 1937 act. 
But this element of a program designed to take helium out of natural 
gas and to conserve it for future years is entirely new, and this is the 
new objective which is being built on top of the existing program. 

More than 10 million cubic feet of helium is being wasted from our 
irreplaceable natural resources with every day that passes. At least 
4 billion cubic feet will be wasted before plants can be built to save it. 
We do not believe that implementation of an effective helium conserva- 
tion program can be delayed any longer, without seriously jeopardiz- 
ing the future scientific and technologic growth of our country. 

New legislation is required to provide the authorities needed by 
the Department for such a program. 

We urge you to recommend enactment of such legislation as soon as 
possible, so that we can get on with this important task. 

Before concluding my remarks, I do want to discuss in broader 
terms the basic philosophy and purpose behind the proposed amend- 
ments to the Helium Act. 

Under existing authority, all of our present helium extraction facili- 
ties have been built by the Bureau of Mines within the Department of 
Interior. The Bureau, as a result, is the sole producer of helium at 
this time. 

We now propose to bring private industry into the picture. We hope 
to accomplish this by entering into long-term contractual arrangements 
with private parties. 

Under these contracts, the Department would purchase helium from 
plants that would be built and operated with private capital. I am 
convinced that arrangements of this sort can be made on mutually 
satisfactory bases, and that such would be in the public interest. 

Many companies have already displayed genuine interest in the 
program, and I most certainly can assure you that the Department will 
be ready to sit down with them and work out fair and equitable con- 
tractual terms as soon as it has the legislative authority this bill would 
provide. 

The bill now governing the production of helium is not suitable 
to this purpose, because it does not permit the Department to purchase 
helium produced by privately owned plants. While we hope to imple- 
ment this program through private enterprise, we do not believe that 
the conservation objectives can be achieved, under all conditions, unless 
the Federal Government is in a position to exercise control over the 
sale and transportation of helium. 

A new provision of the bill before you, therefore, would authorize 
the Secretary to issue regulations for the licensing of sales and trans- 
portation of helium in interstate commerce whenever the President de- 
termines that the defense, security, and general welfare of the United 
States require such action. 

This concludes my general statement, Mr. Chairman. I appreciate 
the opportunity to discuss this important matter with the committee. 

Senator Anperson. Now, Mr. Bennett, on page 2 of the Comp- 
troller General’s report he says that: 
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Section 6(c¢) (1) provides that the selling price of helium shall be established 
jin an amount that will provide repayment within twenty-five years from the 
date of enactment of the bill the “net capital and retained earnings” of the 
helium production fund as determined by the Secretary of the Interior at the 
date of enactment of the bill. We believe that the sale prices of helium should 
not be required to cover, in addition to costs, retained earnings consisting of 
cash in excess of normal working capital requirements, as opposed to retained 
earnings reinvested in revenue-producing fixed assets. 

Do vou have any cominent on that ¢ 

Mr. Bennerr. We have commented on this previously. We be- 
lieve that we need more flexibility than is called for by the comments 
of the Comptroller General, and that the fund should have enough 
money so that we could proceed to accomplish any of the objectives 
of the program as needed, without limiting it to just the working 
capital requirement of the program. 

Senator ANbERSON. Well, he points out: 

Such intent is indicated by the requirements for repayment within stated 
periods, with interest, of (1) net capital and retained earnings at date of en- 
actment (shown on helium fund balance sheet as $26,583,833 at June 30, 1959). 

Now, do I understand that vou ave going to repay that? Or is that 
an asset? Is there presently a charge against the helium program 
of some S26 million ¢ 

Wirerer. That is correct, sir. We intend to pay that back, 
too. 

Senator .Anperson. And you are going to try to operate this pro- 
gram so that you not only get back the cost of the plants but also pay 
back this $26 million that was previously loaned 

Mr. Wuee cer. That is correct, sir. 

Senator Anperson. Is that why you have to have such licensing 
powers and keep private comp: inies out of the field 4 

Mr. Wurever. No, sir, This $26 million will be a relatively small 
part of the overall cost of the program. 

Senator ANperson. What will be the overall cost of the program ? 

Mr. Wiereiter. Well, we have estimated we would have to borrow 
up to $255 million over a period of something like 10 years before 
we start: paying any of this money back. But when we do start. to 
pay it back, we would intend to pay back not only the $255 but also 
the money that the Congress has previously provided for the helium 
program. 

It has always been our intention to pay that msuer back, 
incidentally. 

Senator \Nperson. But in order to do that, you are going to have 
to maintain a fixed price, that you are going to have to charge all the 
other Government agencies: is that correct ? , 

Mr. Wrerever. it may not be a fixed price. It will be a price cal- 
culated to be enough to provide enough income to pay this back. The 
price may be changed from time to time. 

Senator ANDERSON. W ill you not have to fix that ? 

Mr. Wurrter. The price will be changed from time to time. We 
would calculate it, as we said, at about $40 per thousand cubic feet, 
but as time goes by, this may be too much or not enough, at which 
time we would look at it again and change it. 

Senator ANpErsoNn. Raise it or lower it / 

Mr. Wueecer. That is right, sir. 
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Senator AnpERson. What I tried to find out a moment ago: Is any 
private producer of helium permitted to go in and sell at that price, 
or a lower price, or a higher price? 

Mr. Wurerer. Under the provisions of the legislation, without the 
Kerr-McGee amendments, no restrictions would be imposed on private 
industry as to what they could sell it for, The only possible thing 
that might happen would be that the President would make the find- 
ing necessary to put the licensing procedure into action, which might 
have some effect. 

Senator Anperson. Therefore he could, if he wished, put the licens- 
ing provision on. Would it prevent the sale of their product ? 2 

Mr. Wueerter. If he finds it necessary in the best public interest; 
yes, sir. 

Senator O"Manoney. What is the civilian market ? 

Mr. Wueeter. The civilian market at the present time is about 80 
million cubic feet a year. 

Senator O’Manonry. What is it used for, by civilians? 

Mr. Wueever. More than half of this 80 million cubic feet. is used 
by private companies on Government contracts making stainless steel 
tubing or missiles or things of that type. Some helium is used by 
private industry for its own purposes in welding, welding aluminum, 
stainless steel, and it is ak in the manufacture of transistors for 
both Government and private use. Primarily the private demand is 
welding, where helium is used as an inert shield in welding hard to 
weld metals such as aluminum, stainless steel, copper, met tals of that 
type. 

Senator O’Manonry. The Consolidated Sun Co., of New York, is 
building a plant at Indian Point to generate, as I understand it, some- 
thing like 200,000 kilowatts of energy a day. Will it not use helium? 

Mr. Wuee er. Yes, sir; it would. 

Senator Anperson. The device known as Project Rover being tested 
out at Nevada will use helium. We are just starting in this field, 
are we not / 

Mr. Wuee er. This is correct, and this is one reason we have not 
tried to predict with any degree of accuracy the details of what helium 
will be used for in the future. We are confident that there will be 
many such things of the type you mentioned that will require helium. 

Senator Anperson. What do the pending bills do to the 1925 aet 
and the 1937 rewording of it? 

Mr. Wueeter. It would be substituted for it in its entirety. 

Senator Anperson. What does it do to the 1925 act that the 1937 
wording does not do? 

Mr. Wueever. Primarily, it would enable us to bring private in- 
dustry into this picture. 

As Mr. Bennett pointed out in his statement, we now have authority 
to acquire helium bearing gas, to construct and operate helium plants. 
We do not have authority to buy helium, purchase helium, from pr- 
vate producers. 

One of the principal objectives of this bill is to make it possible 
for us to purchase only the helium from the companies, rather than 
having to purchase the whole helium bearing natural gas. 

Senator Anperson. That is the real purpose, is it not? To permit 
you to strain out from the natural gas the helium 4 
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Senator Artorr. May I just interrupt and call your attention to 
the 1937 act 

There is another expansion in this present law, which is that the 
1937 act only permits them to act with respect to defense needs for 
the Army, Navy, and the other Federal Government agencies. 

Mr. Wueeter. That is correct. 

Senator Anperson. But there are a lot of others that could take 
helium if disposed to do so, 

Senator Autorr. I was trying to point out the 1937 act limits them 
to ‘the Army and the Navy, ‘the Army and other agencies of the Fed- 
eral Gov ernment. These others are agencies of the F ederal (yovern- 
ment, but it keeps them from producing, for example, in the area of 

medical need. That is enlarging all the time. Basic research, some of 
which would be Government and some of which would not, where they 
need helium in private industry, but cannot do it under the 1937 
act but could do it under the proposed bill : ;isthis right ? 

Mr. Wueever. Yes, sir; it certainly broadens the scope of the pro- 
gram immediately, from meeting current demands primarily to one 
of long-range conservation objectives. 

Senator ANDE rson. The Federal Power Commission has expressed 
its opposition to section 9, relating to the applicability of the Natural 
Gas Act. Does the Interior Department concur that section 9 in the 
helium bills would materially impair the effectiveness of the Federal 
Power Commission’s regulatory responsibility ? 

Mr. Bennetrr. No, we do not, Senator. 

Senator ANpERSON. They say: 

The above provisions would, in our judgment, materially impair the effective- 
ness of this Commission’s regulatory responsibilities with respect to natural 
gas matters. Under the Natural Gas Act the Commission is charged with seeing 
that rates for natural gas transported or sold in interstate commerce for resale 
for ultimate public consumption for domestic, commercial, industrial, or other 
uses are reasonable and fair to all segments of the public interest. Accordingly, 
the Commission under the existing certificate provisions of the Gas Act regulates 
the interstate operations of natural gas companies engaged in the production, 
transportation, and sale of natural gas (including helium-bearing gas and 
helium-gas mixtures) and under the rate provisions of the act determines 
whether the rates and charges for these interstate sales of natural gas by such 
companies are just and reasonable. 

Would this bill permit you to take over that function in anyway? 

Mr. Bennerr. No. This bill simply says that where we exercise 
the authorities that would be conferred upon us here, and revenues 
are thereby produced to companies who have an interest in helium- 
bearing natural gas, those revenues are not to be accounted for as 
having any bearing on the fixing of rates for natural gas by the Fed- 
eral Power Commission. 

Senator Anperson. Why is that? Because that does become a 
revenue; does it not? And when the Federal Power Commission is 
trying to decide whether the rate for that natural gas is fair or just, 
you would not say if it had something else in it you could take that 
out and separate it out and not account for it. 

I am thinking of the fact that in certain coal operations you use 
coal in petrochemic al uses. If you had all sorts of petrochemical 
products taken out, would you then say that it would save that re- 
maining coal; that these products that were taken out should be 
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taken into consideration in deciding whether a coal price was fair 
if somebody had the power to regulate coal prices? 

Mr. Benner. Well, I think the difference here, Senator, lies in the 
fact that we, on behalf of the Government, necessarily will bargain 
in the negotiations of these contracts, with the protection of the public 
interest in mind. We do not intend to negotiate on a basis in which 
the price paid for helium would confer any ‘tremendous unearned 
revenue benefit to these companies. We are the ones who are au- 
thorized to negotiate, and we are certainly presumed to act in the 
public interest in the negotiation of these contracts. 

Senator AnpErson. But if they take out some money from this gas, 
why should not the Federal Power Commission be able to look at that 
as a source of revenue? Suppose, for example, that you were dealing 
with the west coast, now, on natural gas. Southern California E dison, 
as you know, has a real problem out there, because it cannot use cer- 
tain qui antities of oil because of the smog. And therefore they have 
been pushed into natural gas to a great ‘degree, And naturally, the 

rate that that natural gas ‘has applicable to it is fixed by the Federal 
ase ‘r Commission. 

Now, if you strain out of that some helium from which the pipeline 
gets rev enue, why do you say that revenue is not taken into considera- 
tion? The contract with the Southern California Edison is based on 
a certain price per million B.t.u.’s. The helium does not contribute 
anything in B.t.u.’s; does it ? 

Mr. Bexnerr. No; but for that very reason, we have a little difficulty 
in accepting the claim of jurisdiction of the Commission ov er what 
happens to the helium. We feel that in an indirect way that is pre- 
cisely what the Commission is doing when it says that these revenues 
should be counted in for the purpose of ratemaking, not on helium, 
but on natural gas. 

Senator Anperson. I read it a little differently. I read some lan- 
guage here on page 15 of the Senate bill, line 17: 


And in the determination of rates under sections 4 and 5 of the Natural Gas 
Act, as amended, the income received from such helium shall not be considered. 


Mr. Wueeter. That is correct. 

Senator Anperson. I was just wondering the reason that was put in 
there. 

Mr. Bennerr. Well, it was put in for a variety of reasons, as | 
indicated. 

In the first place, we believe that with the contingency factor im- 
posed on the natural gas companies with whom we would have to deal, 
arising from the fact that t vey would never know until determined 
by the Federal Power Commission whether the return that they an- 
ticipated from their contract with us would be realized or not. It 
might be just used to reduce the rates on natural gas. They would 
find it most difficult to negotiate a contract with us. We think that 
is certainly true in view of the ne cessary, we assume, delays in the 
process of ratefixing by the Federal Power Commission. 

To state it perhaps a little more simply, let us assume that we sit 
down with the X gas company toward the end of negotiating a con- 
tract under which ‘they would build a plant. Now, they would nego- 
tiate with us on the basis of cost factors, as I indicated in the state- 
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ment, because there is no such thing as a true competitive market for 
helium. They would expect to get a certain return on their invest- 
ment. Yet if the Federal Power Commission’s jurisdiction in connec- 
tion with the sale of natural gas, from which we want the helium, 
holds over them the prospect of having their natural gas rates reduced 
at some later d: ite by any unstated amount, bee sause of the revenue that 
they would receive from their contract with us in dealing with helium 
extraction, it is going to be most difficult to encourage them to nego- 
tiate with us. They would never know where they were until that 
distant date when the Federal Power Commission might or might not 
elect to reduce their gas rates or leave them alone. 

Senator Anprrson. Well, now, Secretary Bennett, do they skim 
anything else out of the natural gas that comes from the well? 

Mr. Bennerr. Well, if they do, Senator, they are not selling it to 
the Government. 

Senator Anperson. Not if they do. Do they frequently skim out 
these other things ? 

Mr. Bennett. I think that is right. But the Government is not 
the purchaser thereof. So you do not have someone acquiring it with 
the public interest factor at the root of the price at which the oxygen 
or whatever other gas might be sold; whereas here we are dealing with 
a Government agency, ni: amely, the Department of the Interior, ‘which 
assuredly, in negotiating these contracts, and with eminent domain 
power behind it if the contract power appears futile, is in a position 
to protect the public interest adequately and at the same time not have 
this indefinite contingency factor of some possible reduction in natural 
gas rates, which would destroy the expected return of any contractor 
who dealt with us. 

I think it gets down to that factor, that we are talking here about 
the Department of the Interior as the customer for this helium to be 
taken out of he stream. 

Now, is the Department of Interior’s interest, and the law under 
which it operates, broad enough to assure the protection of the public 
interest so far as paying too high a price for that helium is concerned, 
or is it sound prince iple to say that even after the Government has 

negotiated this contract with the contractor, nevertheless the return 
to the conractor could be lisappointed by the possible later action of 
the Federal Power Commission ? 

I think the public interest supposedly, in this legislation, is ade- 
quately protected by the mandate which the Department of Interior 
would have, Senator. And I think that is the difference between 
what happens to oxygen, nitrogen, or anything else that is skimmed 
off and sold on the competitive market. 

Senator Anperson. Then you would say that the end use of the 
product that is a byproduct in the skimming off of the pipeline deter- 
mines whether or not that should be used by the Federal Power Com- 
mission in the determination of rates. 

Mr. Bennerr. No; I think it is more a question that it is the U.S. 
Government that is going to negotiate this contract. 

Senator Anprerson. You cannot do it for helium and ignore it for 
something else, can you! There are other things taken out right 
along, of “which the Government is a large pure haser. 
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Mr. Bennett. Well, this language does not exclude anything else, 
I do not believe. 

Senator ANpERSON. No; but you are trying to establish a principle 
here. Would it not be just as logical to say that this shall not be 
considered for income tax purposes either? 

Mr. Bennett. No; I do not think so, Senator. I really do not; 
because I think the incentive to negotiate with us would be impaired 
gravely if the ultimate financial outcome to the company were subject 
to an ex post facto determination by the Commission as to the rela- 
tionship of that revenue to their natural gas rates. 

Senator Anperson. Is this helium that is skimmed out from the 
natural gas going to be subject to depletion allowance? 

Mr. Bennerr. Well, I am sure I do not know. I never thought 
about that one, Senator. 

Senator Anprerson. But if you establish a value for it, then they 
could take depletion on it, could they not? 

Mr. Bennett. Well, I assume so. 

Senator Anperson. Anything that enters into the calculation of a 
rate. 

Well, we will go into that with the Federal Power Commission. 

Senator O’Manonry. What is the magnitude of the public interest 
in helium ? 

Mr. Bennett. Well, as we have endeavored to show, Senator, we 
believe that it is very great, indeed. 

Senator O’Manonry. Well, that is the trouble. You say “very 

reat.” Is is great enough to be far superior to the private interest 
in helium ? 

Mr. Bennett. We think so. That is why we proposed this pro- 
gram, 

Senator O’Manoney. The program, nevertheless, as Senator Ander- 
son has amply pointed out, is so arranged that private owners may de- 
stroy the Government program by the sale of helium. 

Mr. Bennerr. I think we start with a factual point which is of great 
interest. here. 

As our data indicate, today only 10 percent of the total market for 
helium is outside of the Government. In fact, it is something less 
than 10 percent. 

Secondly, this legislation has a provision in it which says that 90 
percent of the market or more, which is Government use, Government 
related uses, is reserved for the plants to be built under this program. 
And when you take that into account, the extent to which private 
operations could impair the program is very doubtful, at least under 
present conditions. And if future conditions indicated that it was a 
very important factor, then this legislation also has a licensing power 
in it, Senator, which could be invoked by the President to control the 
movement of helium in interstate commerce. 

Senator O’Manonry. May I call your attention, Mr. Secretary, to 
your chart headed “Need for Helium Conservattion”? The black 
triangle, resting on its base, shows the diminishing helium resources. 

Mr. Bennett. That is right. 

Senator O’Manonry. And the spotted triangle, which is standing 
on its apex, shows the growing helium demand. 
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Now, the growing helium demand its such that by 1985 it is as 
great as the 1960 resource of helium. And in 1985, the resources of 
helium will have been exhausted. Now, have you controlled that 
factor in your bill? 

Mr. Bennetr. We have the licensing factor, Senator, and we have 
the broad grant of authority here to reserve the Government share 
of the market, which this demand reflects as about 90 percent of the 
total, to the Government program. Ninety percent of that is Gov- 
ernment use, according to the forecast that we have. 

Senator O’Manoney. Ninety percent of the triangle showing 
grow ing helium demand is Government use ? 

Mr. Bennerr. Government and Government-related use, such as 
Government contracts. 

Senator O’Manoney. But is not the private use expanding? 

Mr. Bennett. In absolutes, yes, Senator, but not percentagewise, 
according to these forecasts. In other words, 10 percent of a broad 
base of an inverted triangle here [indicating] is obviously much 
greater than 10 percent of the small point of the triangle. 

Senator O’Manonery. Then you have no fear of growing private 
demand ? 

Mr. Bennerr. We do. That is one reason why we have the licens- 
ing power in the bill, Senator. That is why we want it. We do not 
think we need it today. But the time may come when helium will 
be going into unessential uses, nonessential uses, you see, and at 
that point we believe that there should be a reserved license authority 
to direct the flow of helium into the essential uses, as distinguished 
from the nonessential uses 

Senator O’Manonry. I am sor ry. This question may call for some 
repetition, but I have not read the bill. 

What are the factors of the growing demand ? 

Mr. Bennerr. I think it might be wise to let Mr. Wheeler go over 
that ground again with you, Senator. 

Mr. Wuereter. Well, as we pointed out, we have to start from 
where we are today. Most of the helium that is used today, the two 
largest uses, are the missile program and the atomic energy pro- 
gram. ‘The space program is a growing and very important use of 
helium. 

There are also very important new developments in the field of 
cryogenics at extremely low temperatures. We think all of these 
uses will expand in the future and that new uses will be found for 
helium that we do not even contemplate at the present time. 

In estimating the future consumption of helium, we have generally 
just extrapol: ited our historical experience. 

Senator O’Manonry. I see you have a chart here, chart No. 4, 
which describes these uses. 

Mr. Wueeter. Yes, sir. 

Senator O’Manonry. They may be greatly changed in the future? 

Mr. Wueeier. That is correct. 

Senator O’Manonery. Let me ask another question. 

With respect to the nature of the licensing powers written into the 


bill, will you describe those ? 
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Mr. Bennerr. Well, they are very broad, as drafted, Senator. They 
are based on, first, a finding by the President that both national secy- 
rity and the general welfare require the exercise of the licensing 
power. This you will find in section 3 of the committee print on IL, It 
10548. Now, this is page 7, Sen: itor. 

And one reason the language is broad is the fact that no one can 
really predict what the future uses of helium m: iy be. And that being 
true, it is a little difficult to attempt to sit down and write a series of 
uses for which licenses would be issued and thereby exclude other uses 
for which licenses would not be issued. 

It almost has to be left on a discretionary level, because no one can 
foresee the future with enough clarity to spell that out, under today’s 
conditions. 

Senator O’MAnonrey. Well, I will have to do a little reading of the 
measure. Thank you. 

Senator AnpERSON. On page 10 of the Senate bill, in line 20: 

Sales of helium by the Secretary shall be at prices established by him which 
shall be adequate to cover all costs incurred in carrying out the provisions of 
this Act and to repay to the United States by deposit in the Treasury, together 
with interest as provided in subsection (d)— 

And so forth. 

Then on the next page, page 12, line 11: 

Helium shall be sold for medical purposes at prices which will permit its gen- 
eral use therefor. 

Are those two contradictory ? 

Mr. Bennerr. No; I do not think so. 

Senator Anperson. If on the one hand you sell at prices which re- 
flect all costs, that is one thing. Then if you are going to sell it for 
any purposes, "would that price be lower 

Mr. Bennerr. Lam afraid I have the wrong bill before me, Senator, 

Senator Anperson. All I am trying to get at is do you think that 
section (c) on page 10, line 20, might start off “Ixcept for the pro- 
visions of section (e), hereinafter” ? 

Mr. Bennerr. I do not read them as being contradictory, Senator, 
for this reason. 

Senator Anperson. It seems to me the sun is rising and setting at 
the same time. 

Mr. Bennerr. (c) is directed at the mandate to us that we should 
recover the total cost of this program, as spelled out here; (e), how- 
ever, would allow us to discriminate, as far as prices are concerned, 
in the case of helium sold for medicinal purposes—for medical pur- 
poses. But the total revenue presumably would still have to meet the 
mandate spelled out in subsection (c). That is the way I would read 
it, Senator. 

Now, it might be clearer to say it some other way; but I think that 
is our interpretation of the language. 

Senator AnpErson. We may be able to cover it by a report, or 
something else. But I do think these are two conflicting statements. 

I hope we might get this pipeline matter str: tightened out some- 
time. As I recall it, for instance, there is a sulfuric acid plant in 
the northwestern corner of my State. If the sulfur from that plant 
is being sold to the Government for a Federal project, then the re- 
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turns from that sulfur should not be considered by the Federal Trade 
Commission In fixing the rates on natural @as. 

Senator Antorr. The Federal Power Commission? You said the 
Federal Trade Commission. 

Senator ANperson. Excuse me. The Federal Power Commission, 
in fixing the rates on natural gas; if you used the reasoning you have 
used here. 

Mr. Bennerr. I think there is the difference, though, that sulfur 
presumably is a commodity which has a very well established market 
oem and market value. 

Senator ANpERSON. agree we would have to go through the screen- 
ing process and find something that has only a market to the Govern- 
ment. I just do not happen to have that technical knowledge. But 
I know with all the propanes and butanes and methanes, something 
is used only by the Federal Government. 

Mr. Witeeuer. I think the important distinction there is that the 
helium that the gas companies are selling for fuel at the present time 
has no value at all. The gas is being sold without regard to the 
helium in it. The helium will become valuable only as a result of 
this conservation program that we are talking about. 

If the Federal Power Commission should in some way take the 
helium conservation program into account and the revenues derived 
from it—if it should take that into account in such a way as to effect 
a rate reduction to gas consumers, then in effect the Government 
would have to pic k up the tab for this rate reduction, because if the 
gas companies have to pay this, have to take this into account, then 
the Government would have to make up the difference. 

Our view is that we are trying to keep the price down, and the cost 
of the program as low as we can to the Government. And I think 
this is one effective way of doing it, Just to take this outside of the 
jurisdiction of the Federal Power Commission. 

We think we can do it in such a way that we will not adversely 
affect the gas consumers in any way. On the other hand, we do not 
feel that we should do it in a way that would necessarily benefit the 
gas consumers with respect to the overall general public. 

In other words, I think if the gas consumers had a rate reduction 
asa result of this, the rest of the public would have to pick up the tab 
for it. 

Senator Anperson. I think after you have been in Washington 
awhile, you tend to see these things grow and become established. "The 
first time they gave a rapid amortiz: ation to the construction of electric 
power plants, it sounded ver y good in terms of the war, and then after 
a short time they found out that hundreds of millions of dollars and 
billions of dollars were being siphoned off by that very simple device. 
And Congress finally had to pass an act against it and stop the prac- 
tice. I donot know how much there is in this new tradition which you 
have started here, that you can separate from a product some portion 
of it and say that the revenues from that shall not be used for rate- 
making purposes, because these byproducts are important. I do not 
know how important this is. I was wondering about the theory 


behind it. 
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Mr. Bennerv. I think, Senator, analyzing the theory of our ap- 
proach, we have to face the proposition that each of these contracts 
will be negotiated on the basis of the cost factors at the site of the pro- 
posed plant. And therefore we, the Department, will be faced with 
evaluating what is a fair return to the company. 

Now, that being the case, we have the strong feeling that we neces- 
sarily, as part of this program, will be dealing with the very factor 
that the Federal Power Commission would be looking at, and that, 
that being the case, there would be no reason why the contract price 
negotiated between the pipeline company and ourselves should in turn 
be “subject to a modification of effect so far as the overall company 
position at some later date is concerned. We very much fear that this 
might very well remove the incentive to negotiate with us at all. We 
are very concerned about that factor, Senator. 

Senator Anperson. Then you go on to refer to— 
transportation, storage, or other costs, which were or would have been incurred 
in the absence of the extraction of helium, shall be allocated or assigned to the 
helium. 

That means that if a gas has a very substantial quantity of helium, 
you cannot charge for natural gas purposes any of the cost of taking 
the total volume. I mean you have to take the total volume and ¢ harge 
it to other things, other than the helium. You are trying to keep down 
the price of helium. I am just wondering. Why are you so anxious 
to keep the price as low as possible? 

Mr. Bennerr. We think by the time you take into account the cost 
of extracting this helium, transporting it a great many miles, and 
storing it for years, with all the incidental losses and costs that would 
be incurred, the price is going to be high enough as it is, Senator. 
And we think secondly—and I think this is more important—as Mr. 
Wheeler indicated, the petoge facilities as mentioned in this lan- 
guage that you just read are facilities that are there with or without 
the helium. They are the facilities that are mentioned. 

Today that helium has no value. It is being w a and it is being 
completely charged off to the production of natural ga 

Now, when we approach the matter of negoti: ae a contract, we 
would take into account the fact that those costs, for the purpose of 
natural gas rates, are already being charged off, and we would take 
into account that factor in deciding what is a rate that would be fair 
and just in terms of buying the helium from that company. 

And we feel that there is a necessary element of regulation, if you 
will, throught negotiation here, in the public interest, and that there 
is no reason for a . secondary review at a later date which would only 
inject an uncertainty into the whole transaction between the company 
and ourselves. 

Senator Atxorr. I would like to go back, 

Turning to page 7, of the committee print of S. 3376, there is some 
boldface type there which was not in this print at the time it was 
offered by the Senator from Colorado. And there is a notation by 
the staff that it is recommended by industry representatives. 

Now, in your statement you suggested that this might be acceptable 
to you if it had certain things in it. Can you tell me > what those are! 
And how would you suggest ‘the 1 amendment ? 
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As we are now considering it, I think these two boldfaced amend- 
ments on page 7 and on page 10 would have to be offered; and I have 
no intention of offering them. But what would you think would be 
necessary in order to provide equality and protect the Government ? 

Mr. Bennerr. As it appears on page 7 and page 8, this amendment 
would still be subject to certain policy reservations and also constitu- 
tional doubts. But we say that we would interpose no objection to 
it if it were worded so that the price maintenance requirement here 
applied equally to those plants that operate outside the Government 
program and those that operate inside the Government program. 

Now, the point of this is—— 

Senator Anperson. Could you explain that? There would be some 
$250 million the Government cannot put in these plants, as against 
private capital. ke ; 

Mr. Bennerr. This is what I am coming to, Senator, because we 
will have a limitation on the amount of money that we can spend for 
the purchase of this helium in any given year—that is provided in 
the legislation, and the Appropriations Committee would fix that 
ceiling—our people in the helium activity, Mr. Wheeler and his staff, 
believe that there m: iy be occasions when contractors will have a pro- 
duction of helium which is in excess of the Government’s obligation 
to purchase that helium. 

We believe further that if that is true, they should have the same 
opportunity—no more of an opportunity, and no less; the same op- 
portunity—to compete for the private market, whatever it is, with 
a plant that is operated totally outside of the Government. 

Senator AnprrRson. Let us look at that a little bit. 

Will they have any money invested in the plant ? 

Mr. Bennerr. Oh, yes. 

Senator Anperson. They will? I thought the Government was 
going to put the money in. 

Mr. Bennerr. No. These are private contractors who will invest 
their own money in the plant, Senator; and then we pay for the helium 
as it is extracted. 

Senator ANpERSON. But you give them a contract ? 

Mr. Bennerr. Yes. 

Senator Anperson. Just as they do in the uranium plants. They 
give them a contract, and the Government purchases the uranium. 
‘And they can take those contracts, and they are bankable. They can 
borrow the entire cost of a uranium mill on that Government guar- 
anty. So that it will not involve any of their personal capital, will 
it?’ They are bankable contracts? You can borrow money on them ? 

Mr. Bennerr. I am not questioning any of that. I do not think 
that it is relevant. 

Senator Anprrson. If a firm has that sort of a plan, and you con- 
tract to buy the helium from them, and then you find you do not need 
so much helium, do you think they should be able to go out and dump 
that on the market ¢ 

Mr. Bennerr. Oh, indeed not. I said that in my own statement, 
Senator, in “at least two different places. We think that the w ay to 
control that would be to have a provision in the contract covering 
the contractor. If he had excess production of helium over our obliga- 
tion to purchase from him, his resale price could not be lower than the 
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lowest price provided in any of the outstanding contracts that we had 
entered into under the program; whereas, the language here says to 
that contractor that if he has excess production, the only way that he 
can sell it is at the price that the Government sells helium at; not the 
price that the Government buys it at but that the Government sells 
it for. 

Senator O’Manonery. But if the Governinent sets the price, how 

‘an private industry sell it lower 4 

Mr. Bennerr. Well, Senator, it is not quite that type of program 
in any way; because, as I am sure we recognize, this amendment 
comes about because there are fields where the likelihood of a Gov- 
ernment program is very slight, and in those instances we would not 
propose, subject only to the possibility of a licensing program some- 
day as to end use, to interfere with their right to build a plant to 
produc e helium. But we feel that if a contractor has excess produe- 
tion, he should not be allowed to dump helium. We agree with you, 
Senator Anderson. 

In fact, I made that statement in my own statement. But we do 
not believe that the Government price for sale of helium is the key, 
The key is the price that the Government pays for helium when it buys 
from our contractor, you see. That is the key difference. 

Senator O’Manoney. On page 10, subparagraph (c) reads as fol- 
lows: 

Sales of helium by the Secretary shall be at prices established by him which 
sh: ill be adequate to cover all costs incurred in carrying out the provisions of this 
act and to repay to the United States by deposit in the Treasury. 

Now, that means, of course, sales by the Secretary. Do you wish 
it to be understood that sales by private industry shall be lower than 
that, or may be lower than that ¢ 

Mr. Brennetr. Well, if private industry is operating on its own, 
this bill does not set up any regulation of them, Senator, except to 
say that the Government market and the Government-related market 
is reserved to the Government. 

Senator O’Manonry. This is what puzzles me. How can the See- 
retary fix a price on the helium he sells which will cover all costs to 
him if at the same time private industry may sell at a lower price ? 

Mr. Benner. Well, what I am driving at is that. we have reserved 
better than 90 percent of the market to the Government program. 

Senator Anperson. Is not the answer that the Secretary will not sell 
much helium? If he has a price higher than the contractor can sell 
for, he will not sell much helium, will he? 

Mr. Bennerr. Yes; he will, for the reason that the Government and 
Government-related market is reserved to him in the bill. 

Senator Anperson. That is just buying it and selling that to the 
Army, the Navy, the Marine Corps. 

Mr. Bennerr. And the contractors. 

Senator Anperson. But he will not sell to anybody outside. He 
will not sell to any civilians. Therefore, is it contemplated, then, that 
this is only going to apply to Government contracts, and there will 
be no sales to civilians from these plants ? 

Mr. Bennert. There is no private production today, Senator. 

Senator Anprerson. But you are going to have these plants. I was 
trying to look ahead at what will happen. You will have these plants 
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built around this country where there is lots of helium. Do I under- 
stand that the operator of that plant can sell to the Government as 
long as the Government wants it? When the Government has its re- 
quirement, he then goes into the open market and sells? Who, in the 
meantime, supplies ‘the civilian uses you have been talking about— 
Consolidated Sun, specifically, in New York? Who will sell to them ? 
One of these Government plants, one of these Government-built 
plants ¢ 

Mr. Bennett. I think basically, Senator, the program starts out 
with the assumption that we will have to supply the entire market, 
the demand which is indicated on that chart. 

Senator ANpERSON. So the Government will be selling to these 
civilian plants, will it ? 

Mr. Bennerr. Yes: at the beginning, certainly. 

Senator Anperson. Then we get to Senator O'Mahoney’s question. 
The civilian plant does not want to pay quite as much as you are 
charging, and the contractor that has built this plant is willing to 
sell at a lower price. How do vou then sell to them? Are you going 
to require them to buy from you, as we do under the Atomic E nergy 
Act, with fission products / 

Mr. Bennetr. Well, our immediate program does not take that 
final step, Senator. But what I indicated in my statement was that 
we believe it would be most unfair to put a restriction on a Govern- 
ment contractor which requires him to sell only at the price that the 
Government fixes, and then not put any restriction on a producer 
outside of the program. We think that there should not be d tump 
sales. We agree with that. But the test there is whether he is selling 
ata price which is lower than that we pay for the helium. Not what 
we charge, but what we pay. 

And we think that he should have an equal right, if he does have 
surplus production, rather than having it wasted in the fuel gas on 
the way to market, to sell that on a competitive basis with whatever 
private production comes along outside of the program. We do not 
think he should be discriminated : igainst, and we do not think he 
should have any unfair advantage. 

Senator O’Mattioney. Mr. Chairman, I have been called away from 
the meeting. 1 would like to ask a brief question. 

Senator ANDERSON. Go ahead. 

Senator O’Marioney. Nothing has been said about the world pro- 
duction of helium. You have a chart here which shows a very 
small area in the United States, including the very northernmost. por- 
tion of Texas, a part of Oklahoma, a part of Kansas, and a part of 
Colorado. Those are the only places in the United States from which 
helium is produced. Is that right 

Mr. Bennert. That is correct today. 

Senator O’Manonry. Is helium produced anywhere else in the 
world ? 

Mr. Bennerr. Well, I think the answer to that is that we do not 
know of any deposits in the free world, do we? 

And secondly, as far as the Soviet Union is concerned, there is some 
evidence that they have some helium, but we do not know the extent 
of their helium deposits. 
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Senator O’Manonry. Is this helium necessary for our armament 
program and our space programs / 

Mr. Bennett. Essentially, yes. 

Senator O’Manoney. Do you want to tell the committee that we 
cannot carry those programs out unless the Government has contro] 
of helium? 

Mr. Bennetr. Well, we think we achieve practical control of helium 
here, with the licensing authority and the broad operational author. 
ities. 


Senator O’Manoney. Are there perhaps loopholes in this program! | 


Mr. Bennett. I do not think so, Senator. 


Senator O’Manonry. That would be debatable, of course. But es. | 


sentially, is helium gas so important to the public interest of the 
United States that we should have no loopholes ? 


Mr. Bennett. Well, we believe so. I think that there are practical 


limits. For example, I want to get into one aspect of it. 
As we have indicated, something over 4 billion cubic feet of gas a 
year, of helium gas, is wasted—every year, in the marketing of fuel gas, 


Now this program seeks to achieve as much as we could reasonably | 


expect to do, and that is to get it all done if we can; but if in fact it 
is possible to achieve a little more extraction of helium than this pro- 
gram would allow for—because of dollar limits, numbers of plants, 
and all the technical problems of getting these plants in the right 

laces on these pipelines—and there is still some that is being wasted 
in the fuel market, we would rather have somebody, Senator, build a 


| 
| 


plant on his own and take that helium out and sell it for a useful | 
purpose. It is obviously better, if there is a portion of this helium | 


that misses us, to let somebody take it out and put it to a useful pur- 
pose, than to have it go on through stoves and furnaces. 

Senator O’Manonrey. Is there a time in the future, you know not 
when, when private sales of helium under your program will destroy 
your program ? 

Mr. Bennett. Oh, no. We cannot see that within the foreseeable 
future, for the simple reason that over 90 percent of the market is 
already Government and Government-related. 

In other words, it is controllable, because we are dealing with de- 
fense contractors. 

Senator O’Manoney. Thank you, Senator. I am much obliged. 

Senator Anprrson. Well, now, is it not true that these plants are 
not going to be constructed in the absence of Government contracts! 

Mr. Bennett. I think that is so. 

Senator Anprerson. This contractor would build his plant only with 
a Government contract running for 25 years? 

Mr. Bennetr. We think this is so, Senator, although we know of 
at least one company that has very advanced plans to go ahead and 
build a plant whether a Government program is ever set up along 
these lines or not. 


| 


Senator Anprrson. Are they doing that to skim helium out of other | 


natural gas where it is a very minor portion of that gas? 

Mr. Bennett. Yes. 

Senator ANpErson. Then why do you need the program? Why can 
we not save the $225 million ? 
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Mr. Bennerr. Because we have had all this opportunity over the 
years to do this. 

" Senator Anperson. Then you must not believe very strongly they 
are going to build the plant, do you ? 

Mr. Bennerr. Well, we do not know. They have said they are. 

Mr. Wuee rer. I think the answer to that is very simple. This one 
company would anticipate obtaining a share of the current market. 
We are talking here about a production of 10 times the current con- 
sumption. And it is not likely that private companies could produce 
on their own helium that they ‘would sore for 10, 15, or 20 years before 
they could derive any benefit from it. 

Senator Anperson. Mr. Secretary, with reference to the item on 
page 7 of the committee print, section (6) on line 19, “all such con- 
tracts,” and so forth, that resale provision, do you have language that 
vou could substitute for that ? 

" Mr. Bennerr. Yes. Really, we would like to submit two forms of 
language. 

As I indicated in the statement, we would reluctantly accept this 
kind of language if it were made applicable not only to contractors 
under the program but outside of the program as well. 

And secondly, our preference would be to say nothing about 
ducers outside the program at all and have this read that instead Feil 
referring to the price at which the Government may sell helium, as it 
reads on line 2 of page 8: 
less than the lowest price provided for in any contract outstanding and entered 
into under the authority of this Act. 

Senator Anprerson. So that if you had one firm operating, say, in 
Kansas and one in Texas and one in Oklahoma, and one had a pric e 
of $20, and one had a price which you were paying, $22, and one at 
$21, if there were sales made, they could not sell below $20? 

Mr. Bennerr. That is correct, Senator. 

Senator ANDERSON. You say produc ers outside the program selling 
it. What did I understand your recommendation to be on that, as to 
how they would be restricted ? 

Mr. Bennerr. Well, we would prefer not to say anything of that 
kind. 

Senator Anperson. But if it were to be included ? 

Mr. Bennerr. If it were to be done, then that same language, of 
course, would not refer to all such contracts and agreements. It 
would have to have another sentence, presumably, that would say that 
producers, or those who extract helium, and who are not contractors 
under this program, shall not sell for any purpose, extracted helium, 
at a price less than that which the Government establishes under the 
pertinent authority of this act. 

Senator ANnprErson. So you would be sort of-——— 

Mr. Bennerr. Yes, it is Government price fixing. Certainly. 

Senator Anperson. Then on line 7 of the committee print: 

If the owner of any helium shall be prevented from transporting and/or sell- 
ing such helium because of the restrictions imposed in this section, the Secre- 
tary shall purchase such helium at a fair market price. 

That is based on a section which says that when a war or national 
emergency exists, the Secretary shall suspend the licensing under this 
act and therefore close down sales, 
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You are trying to store this helium and trying to conserve it, 
Would you object to buying it? Ata fair market price? 

Mr. Bennerv. I think this is what is involved, Senator. That isa 
limitation on the whole section. ‘This is a separate subsection. It 
does not deal with just that one portion, 

Senator Anperson. This is everybody that is producing helium, 
yes. That is what I am trying to say. You may not want to produce 
this helium fora while, turning to commercial channels. Why would 
you not buy it and store it 

Mr. Bennerr. Well, fundamentally, Senator, this is a question of 
money; because we ought to face up { to this — forthrightly, I 
think, and say that is would be impossible for the Government to buy 
all of the helium which might be shown as having been restricted from 
the market as a result of the exercise of the licensing power. If this 
is deemed to be good policy, then the thing to do ts to simply take the 
licensing section out; because I do not know of any case, such as in 
the Atomic Energy Act, where the licensing power restricts the flow 
of a product into an available market, and then the Government is 
required to purchase the production which might have moved into 
the market absent the licensing operation. This ‘would be a new pree- 
edent to me. 

Senator Anperson. Are you not trying to conserve all the helium 
you can? 

Mr. Bennett. Well, we are. But this says that if the licensing 
provision conserves it by making it impossible for it to move into mar- 
ket, then the Government has got to buy it. 

Senator Anperson. Then it moves into the Government vault, does 
itnot? Just like gold moves into Fort Knox? 

Mr. Bennetr. You mean you take it out of a nice deposit in the 
earth one place and ship it someplace else just for the exercise, Senator? 

Senator ANnperson. No, this gas is being produced right along. 

Mr. Bennetr. Well, we obv lously, in the exercise of licensing 
powers, could never justify a licensing action which requires that the 
gas be wasted through stoves and furnaces, rather than to be extracted 
and used for a useful purpose. We could not do that. I mean that 
is not in the cards. 

I personally believe the courts would throw us right out on our ears 
if we did that with the licensing power; if we said to the X natural gas 
company, “Thou shalt not extract helium and put it to a useful pur- 
pose, but instead you must allow it to stay in the natural gas and be 
wasted as fuel.” 

Senator Anperson. What I cannot understand, Mr. Secretary, is 
this: If this is a period of great emergency, then there must be enor- 
mous requirement for helium. And if it is a period of great emer- 
gency, why do you have to have a power that can shut down one plant 
and let the other one run? You would shut down a plant that might 
be producing helium privately, like this firm that you mentioned a 
moment ago. You could license them and shut them down and not 
buy their helium. But the other people that would be wasting helium 
—you let them run, and buy the helium, because you do not believe in 
throwing it away. You say the courts would not let you do that. 

Senator Attorr. Would the chairman yield there? 

Senator ANDERSON. Yes. 
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Senator Avvorr. I think we are getting off a little bit upon the way 
the bill reads, Now, if the Chair will bear with me just a moment, my 
interpretation of this is that the primary purpose of this is to exert 
the conservation values or the conservation principle to helium, which 
it is not possible to exert at the present time, granted that the Depart- 
ment of Interior has the power of condemnation, all the power they 
need for the Army, for the Navy, and for other governmental uses. 
Now, we start with this first principle. 

But secondly, then, we start out in this bill with the power of the 
Secretary to acquire by lease, purchase, and so forth, certain interests, 
and to make reasonable contracts for the acquisition of helium, 
helium-bearing gas, and so forth and so on. 

And then after moving in through that, then, on page 8, under 
section 5, we get into the licensing provision. 

Now, this lic ensing provision, as I read this, as I interpret it—and 
we had better get this settled before we go any further, because we 
are all talking to different purposes 

Senator ANperson. I think the industry might agree with the inter- 
pretation I put on it, and we will try to find out from them if we do 
not. And I want the Senator from Colorado to go ahead, but I 
wanted to have it explained. 

Senator AtLorr. In section 5 it says: 





Whenever the President determines that the defense, security, and general 
welfare of the United States requires such action, the Secretary shall issue 
such regulations as he deems necessary for the licensing of sales and trans- 
portation of helium in interstate commerce after extraction from helium- 
bearing natural gas or helium-gas mixtures 

Now, up to this time, all we have done is bring the conservation, 
the gathering of helium, its storage, that idea, into this area, where it 
did not exist before. And we have unplemented the way the Secre- 
tary can acquire it. 

At this point, there is no licensing, until the President has issued, 
as I see it, an Executive order saying that the defense, security, and 
general welfare of the United States require such action. Then he 
shall issue an Executive order, providing then that the Secretary can 
license it. 

Now, if this is not what the act means, we had better find it out now, 
because this is what I think it means. 

Mr. Bennerr. That is precisely what it means. 

Senator Anprerson. This says that whenever they shall feel that 
the defense, security, and general welfare require it, the Secretary 
shall license, and it shall be unlawful for any person to sell or trans- 
port this, except the license provided. 

You, vourself, just said, well, the courts would not sustain you for 
a minute if you tried to stop squeezing out from this natural gas the 
helium that otherwise would be wasted. So you are going to buy all 
of that. 

Mr. Bennerr. No, not necessarily, Senator. » 

Senator Anprerson. Oh, yes. You said the courts would sustain 
you. 

Mr. Bennerr. No; what [ am saying there is that the plant, the 
private operator who has a plant of his own, which is completely 
outside of the program, even though we have reserved over 90 per- 
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cent of the market for the program, would be in this position: If we 
attempted to tell him that he could not extract helium and sell it on 
the market, that he must allow it to continue to be wasted through the 
flow of natural gas, he could attack that requirement, that licensing 
provision, in a minute’s notice, in my opinion—this is just my own 
personal opinion—as being arbitrary and capricious. 

Senator ANDERSON. So you are not going to stop——- 

Mr. Bennert. We are not going to buy his helium, though, Senator, 

Senator Anperson. And you are not going to let him sell it. 

Mr. Bennett. Oh, he can sell it. 

Senator AnpERson. No; he cannot, not without a license. 

Senator AtLorr. Yes; hecan. Wait just a minute. 

I want to get this point in and get this straightened up, now. Let 
us find out what this bill proposes. 

Let me review, Mr. Chairman, what I said a few moments ago. 

Up to the point of section 5, all you have added to the present law 
is the conservation concept of helium, and expanded the general ways 
and refined the words, and so forth. 

Now, what the chairman has in mind—and I know how he gets it— 
up until section 5, in the licensing provision, does not come into effeet 
until the President has exec uted or made an Executive order saying 
that this is necessary for the defense, security, and general welfare 
of the United States. 

After that, and only after the President makes such an Executive 
order, can the licensing provision, which would keep anybody from 
selling or transporting helium to a private individual in interstate 
commerce, go into effect. 

If the Secretary understands it any differently from that, I would 
like to have it corrected at this point, because I think this is what 
has led to the age gee 

Mr. Bennett. I think this is the simplest answer I can give. You 
are absolutely right, Senator Allott. 

But the thing that comes about is this: How will the Secretary exer- 
cise that licensing authority once the trigger is pulled by the Execu- 
tive order of the President. 

Senator Atiorr. No; that is not the question we have to consider 
first. 

Mr. Bennett. That is the question Senator Anderson raise 
see. 

Senator Atnotrr. But the reason he is raising it is because of the 
confusion here. I think we have to envision first of all two sets of 
circumstances under which this can operate or might operate. 

And the first one is: If the President does not enter an Executive 
order, which in effect gives you the power to license. If the Presi- 
dent does not do that, then anyone, John Jones, as an individual, 
can operate a helium plant off of his pipeline, extract helium, sell it 
in interstate commerce, or otherwise sell it to the Government if the 
Government wants to purchase it from him, do anything with it. 

But once this goes into effect, once the President makes an Execu- 
tive order, which is in effect an order of emergency, as I see it, then 
no one can transport it or sell it in interstate commerce except by 
virtue of a license for which the Secretary would have the power to 
make the regulations. 


1, you 











ry wa 


=~ a owe — = 


— w& 





CONSERVATION OF HELIUM 57 


Now, I think you have to envision this thing in terms of operation 
under two different conditions. 

Senator Anperson. I agree there has to be an emergency before 
you can do it. What I am trying to find out: When the emergency 
comes, Will the Japanese attack Pearl Harbor again? As I under- 
stood ‘Secret: wy Bennett, he was going to allow all these plants to be 
built where you are ¢ onserv ing he lium, because otherwise we would be 
foolish if we did not conserve helium. We are going to need helium 
for lots of things. So they can all operate. They can transport, and 
they can sell. You issue them a license to do so. He will take all the 
other people that may have a private plant in which they are skim- 
ming out helium. 

But if he comes to a situation such as the Nav ajos had in the Rattle- 
snake structure, where they had helium almost exe saps in the well, 
that man cannot get his license. They could not get a license to do it, 
because this is not conservation. Then you can cap that well and let 
it set there for a hundred more years. 

The amendment says if you do that, you ought to buy from him, 
too, as well as the people who have these pipelines you are skimming 
it out of. He said, “Oh, no. We can bar him from selling. _ We will 
just take it from those that have the Government contracts.” 

Senator Attorr. You have another interesting question in the same 
respect. 

A while ago I asked about the Thatcher Dome in Colorado, and he 
explained the pressure was down to 10 pounds. Well, under this 
amendment, the people who own that—and the Gov ernment has now 
reconveyed their interest to them—under this industry amendment on 
page 10, would require the Government to come in and take that 10 
pound helium. All they would have to do is let it flow out of there at 
10 pounds per square inch. And they could then require, under this 
proposed industry amendment, the Government to take it. 

Senator AnpEkson. That would not be my understanding of it. 

I do not know why we keep using the word “emergency.” This 
says: “Whenever the President determines that the defense, security, 
and general welfare of the United States.” It is a gener ‘al welfare 
provision. Under the general welfare clause we have done everything 
in God’s world. We have built houses under the general welfare 
clause, and everything else. 

Mr. Bennett. I think the answer is that the words are in the con- 
junctive and not the disjunctive, and the President’s finding must re- 
late all three to the situation before he can put the licensing pon er into 
effect. This does say, “defense, security, and general welfare 

Senator ANDERSON, I wish I knew the C onstitution better; to see 
how the term “general welfare” comes in the Constitution. I do not 
believe they go back and make them take out of the rest of the sections. 

Iam sorry. I will have to get on to some other things. But have 

‘ou language that could cover the situation, where, if a plant had been 
uilt—Senator Allott refers to this 10 pound helium. But if a plant 
had been built and were producing helium, do you contemplate saying 
to them: “In order to conserve, we can close down your plant, but we 
will let these others, who are on a stream of natural gas, continue to 
sell to the Government ?” 

Mr. Bennett. I would not foreclose that as a possibility, for several 
reasons, Senator. 
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The first reason is that presumably the priority from the point of 
view of the Government objectives would be to conserve the helium 
which is now being wasted in the natural gas flow. That presumably 
is where our money would be spent first. 

Now, helium which is in a field and is being produced, in an inert 
eastield, i in other words in a noncombustible gasfield, is in the ground, 
It is covered. And from our point of view, I would think, looking at 
the broad Government objectives, it would be a second priority to 
purchase helium from such a deposit. 

It might be purchased, after we had taken eare of everything that 
we could practicably do in connection with saving the helium that is 
being w: asted in the natural gas fiow. But to say that that should be 
an equal priority to pull that helium out of the ground from the 
Government’s point of view is something else again. 

Senator ANperson. You say it hasa second priority. Suppose there 
already was a list of customers, Suppose it were selling to half a 
dozen firms. Do you come along and say, “Wait a minute. You 

can’t sell any more. You can’t transport any more. We are going 
to let these plants that got their plants built by Government contracts 
have all the market, and you are shut down”/ Are you going to 
defend that? 

Mr. Bennerr. Well, it would be our purpose, Senator, within the 
limits of the dollars we have, under the program, to get every cubic 
foot of helium out of these natural gas streams first. 

Now, | am not saying that the licensing power would be e xercised to 
foreclose any and all useful sales by such a plant as vou envision, ] 
am not saying that at all. The licensing power is primarily designed 
to control the end uses to which helivm is put. And there we think 
the Government has a legitimate need for 4 licer nsing power. 

Senator Anprrson. I am not going to argue, Mr. Secretary, about 
whether you say that vou intend to do something. I just simply say 
Why do you have the power to do something ? 

This licensing section gives you the power to close down one group 
of businesses and permit the other group of businesses to continue, 
It is like saying that we can license the buses to run but stop the rail- 
roads. You say that is the best thing to do. You want to conserve 
the coal that is in the ground. Railroads might burn coal. So we shut 
down all the railroads and just let the buses run. 

You would not quite do that. You would not ask for that licensing 
authority. Why do you ask for heensing authority here and not have 
it circumscribed a bit so that you cannot close down one set of pro- 
ducers and let the other set continue to operate / 

Mr. Bennerr. Well, Senator, as I said before, if this language is 
the answer to the problem which you envision, which we do not 
envision, then it would be far simpler just to strike the licensing 
provision out; because we are only deceiving ourselves to think that 
you have an effective licensing provision if at the same time you put 
In a provision that says that any production or sale of helium that 
is restricted because of the licensing provision shall be compensated 
for by purchase of what would otherwise h: ave been sold outside of 
the Government market. We are just deceiving ourselves at. that 
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And we believe that a licensing provision is justified in the interest 
of controlling the flow of helium into useful purposes, as distinguished 
from nonessential purposes, if the President should make “such a 
finding. 

Senator Lusk. I merely wanted to suggest, Mr. Chairman, that 
this licensing provision seems to me to be rather for the purpose of 
reservation, in the interest of the national defense, than for the pur- 
pose of prohibiting the production and sale of helium. 

Mr. Bennerr. That is correct, Senator. 

Senator Lusk. Section (¢) on page 9 strongly suggests that in initi- 
ating licenses under this section : 

The secretary shall impose such regulations in terms of licenses as will permit 
him effectively to promote the common defense and security as well as the 
general welfare of the United States. 

It would seem to me that the Secretary cannot be justified in re- 
fusing a license unless he should first find that. to permit a particular 
corpor ation or industry to sell helium would interfere with that ob- 
jective. 

Mr. Bennerr. Your interpretation is completely in accord with 
ours, Senator Lusk. 

Mr. Wueerer. If I may, I think Senator Allott hit a very impor- 
tant point when he made his reference to Model Dome; but I think 
itis much broader than that. 

If this language is allowed to stay, this amendment, any company 
could build a pl: unt and start venting the helium to the atmosphere. 

Under those circumstances we might find it necessary to impose one 
of these restrictive licenses, just to keep them from throwing the 
helium away. 

Under the language in this bill, we would then be directed to ae- 
quire the helium that this company was producing, in preference to 
some other company that we might prefer for one reason or other 
to do business with. 

So this would make it possible for a company to maneuver itself 
into a position where a restrictive license would be required, and then 
we would be directed by the Congress to buy the helium from that 
plant. 

I think this would bea very bad feature. 

Senator Antorr. Mr. Secretary, I would like to go back into this 
matter of the effect of the amendment on page 7, as it is now written. 

Now, I hope I am not hurting anybody’s feelings, but this amend- 
ment is rather a clumsily worded thing. As I] read and interpret 
this amendment, what this would mean is this: That if this bill were 
to become a law, with this amendment as it is in it, the Secretary 
would then go out into this great Panhandle area, where we find 
helium, and “would start. contracting, presumably, first, 1 suppose, 
with the big producers and the big gatherers of gas, for the pro- 
duction of helium, and the preference would be, of course. to contract 
with them to pay a stipulated price for the helium. 

Is this correct ? 

Mr. Bennett. Yes. 

Senator Aniorr. Then if this amendment were put in, and the 
Government did not want to take all of the helium that that com- 
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pany with which you contracted was producing, then that person 
could not sell any helium in private trade at a price less than the 
Government was selling it for into the private trade. 

Mr. Bennett. That is correct, Senator. 

Senator Atxorr. Or to other Government agencies. 

In other words, the price at which you would sell it would have 
to include not only the amortized interest over the 25-year period, 
it would also have to include the cost of transportation, the cost and 
expense of underground storage, and of course a certain amount of 
loss in any instance, so that if every person with whom you contracted 
was thus restricted to selling at the price the Government would 
ultimately sell for, instead of the price the Government would buy 
at, this would then give a virtual monopoly in the field in the area 
of sales in private industry to anyone who owned an inert gas situa- 
tion containing helium. 

Is this not right ? 

Mr. Bennerr. That is our interpretation. And that is why, in my 
prepared statement, I said this amendment could hardly help but 
have monopolistic tendencies, Senator. 

Senator Atxotr. Now, with respect to the one feature, which has 
not been mentioned, of this bill, which is the financing arrangements— 
because I think the record ought to be clear on this—this is in effect 
a borrowing program from the Federal Government. 

Is that right? 

Mr. Bennett. Well, it is a borrowing program in the sense that 
we have adapted the Defense Production Act. borrowing authority 
for use in this program. 

Senator Attorr. And is there any control upon an annual basis 
by the Appropriations Committee of this particular program? 

Mr. Bennett. The legislation provides for an annual ceiling, which 
will be determined, presumably, at the beginning of the program, 
and then would be subject to change from time to time by the Appro- 
priations Committee. 

But as I understand it, there would be no requirement that the 
Appropriations Committee act every year in that regard. In fact, 
if it had to act every year, Senator, we believe the uncertainties would 
tend to make it most difficult to negotiate a private contract. 

Senator Atxiorr. That is the reason you have set it up the way 
you have? Because the concept of it is based upon the amortization— 
well, based upon the concept that the price you would pay would 
amortize to a private builder over a 25-year period the cost of his 
plant, operating expense, and so forth? 

Mr. Bennett. That is correct, Senator. 

Senator Anxorr. That is the reason you based it this way, on a 
long-term program, so that there would be no sudden interruption 
by a discontinuance of an appropriation ? 

Mr. Bennetr. That is correct, Senator. 

Senator Atxorr. I think that is all the questions I have. 

I want tothank you very much. 

Senator Lusk. If you gentlemen have nothing further 

Mr. Repwine. Would the chairman please ascertain if there are any 
witnesses here in the audience that might want to be heard? 

Senator Lusk. Yes. 

Are there any witnesses who want to be heard ? 
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Mr. Repwine. Mr. Chairman, may I suggest that the record be held 
open for 1 week, so that the parties that may desire to file statements 
may doso? I understand there are some here. 

Senator Lusk. It will be so ordered. 

Mr. Repwine. May the record also carry a letter from Senator Carl 
Hayden, addressed to the committee, and also may permission be given 
to Senator Yarborough and Congressman Kenneth Gray to file state- 
ments ¢ 

Senator Lusk. Without objection, it is so ordered. 

(The letter and statements referred to follow :) 


U.S. SENATE, 
COMMITTEE ON APPROPRIATIONS, 
May 31, 1960. 
Hon. JAMES FE. Murray, 
Chairman, Senate Committee on Interior and Insular Affairs, 
New Senate Office Building, Washington, D.C. 

DEAR SENATOR MurRRAyY: It has come to my attention that there is pending 
before your committee a bill, S. 33876, introduced by you and Senator Allott, 
having to do with the conservation of helium gas. The chairman of the Oil and 
Gas Conservation Commission of Arizona, Mr. M. F. Wharton, has sent to me a 
letter prepared by Mr. D. A. Jerome, executive secretary of that commission, 
asking that this bill be amended to deal with the possibility of dump sales and 
with licensing. 

It is Mr. Jerome’s feeling, in which Mr. Wharton concurs, that if these provi- 
sions are inserted in your bill, Kerr-McGee Oil Industries, Inc., will construct 
a large plant in northeastern Arizona which will produce income for the State 
of Arizona. I will appreciate your careful consideration of the attached copy 
of a letter from Mr. Jerome, and will be pleased for any assistance that you 
can offer. 

With best regards, I am, 

Yours very sincerely, 
CARL HAYDEN. 


OIL AND GAS CONSERVATION COMMISSION, 
STATE OF ARIZONA, 
Phoeniz, Ariz., May 25, 1960. 
Re Helium at Pinta Dome, Apache County, Ariz. 
Hon. Senator CarL HAyDEN, 
Senate Office Building, 
Washington, D.C. 


Deak SENATOR HAYDEN: The commission and the undersigned have just re- 
turned from 3 days spent at Oklahoma City, Okla., during which time we visited 
with Dan McGee, president of Kerr-McGee Oil Industries, Inc. We were in- 
formed that Senators Allott and Murray hive introduced a Sen:te bill (S. 3376) 
which is now pending before the Senate Insular and Interior Affairs Committee. 
We understand that this bill and the Rogers bill (H.R. 10548) are primarily 
conservation bills and are designed to encourage private industries to erect 
processing plants to extract and to save the small amount of helium which is con- 
tained in natural gases (hydrocarbons), which helium is now being wasted. Our 
commission, Kerr-McGee, and Eastern Petroleum are not opposed to these bills 
but feel that amendments should be made so that Kerr-McGee, Eastern Peroleum 
or any “thers similarly situated will not be hurt or prejudiced by the administra- 
tion of the conservation program. If amendments protecting Kerr-M Gee can be 
put into these bills, then we are vitally assured that they will build a plant at 
Pinta Dome #nd wou!d announce the same forthwith. Since the State of Arizona 
has about 10,000 acres in the area which is presently under lease, we are desirous 
of having a processing plant built, because it will mean considerable revenue to 
the State of Arizona. 

I am taking the liberty of setting forth hereinbelow Kerr-McGee’s position 
which will familiarize you with our problem, if such it can be called. 

Kerr-McGee is cencerned about two situations which might arise should the 
pending bills be enacted into law. They are: 
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DUMP SALES 


Under the pending legislation it is proposed that the Government enter into 
long-term contracts to purchase helium which would enable the gas companies 
producing and selling natural gas to build plants and extract the small amount 
of helium from the natural gas before the gas is consumed and the helium wasted, 
It is proposed the helium so extracted would be acquired by the Government and 
if not needed for immediate use would be stored for future use. The Govern- 
ment sells some helium for commercial purposes, and the pending bills provide 
the sale price should in all events be sufficient to amortize the Government's 
cost. The Government should be interested in seeing ali helium is sold at a 
price equal to the price required in the proposed legislation, and dump sales 
should be discouraged, if not absolutely prohibited. 

To prevent this, some amendment such as hereinafter noted should be made 
to the proposed bills. 

In the Rogers bill (H.R. 10548), the following amendment should be added 
to Section 1(b), page 2, line 25, as follows: 


“Provided further, That all such contracts and agreements entered into by the 
Secretary shall contain a provision to the effect that if the Government does not 
purchase the entire output of any plant, the plant owner cannot sell any of the 
helium not taken by the Government at a price less than that for which the 
Government may sell helium, as hereinafter provided.” 


This same provision could be incorporated in the Senate bill (S. 3376), Section 
3(a) (2), page 4, line 20. 
LICENSING 


S. 3376 (sec. 5), and H.R. 10548 (see. 3), contain a provision that upon a 
determination by the President, the Secretary of the Interior shall issue such 
regulations as he deems necessary for the licensing of sales and the transporta- 
tion of helium in interstate commerce. 

The power to license could prove disastrous to Kerr-McGee and others similarly 
situated. As stated, Kerr-McGee has large reserves of helium in the Pinta Dome 
area of Arizona, and the licensing provision could be so strict as to make it im- 
possible for Kerr-McGee to transport and sell helium in interstate commerce. If 
Kerr-McGee could not sell gas, it could not produce gas. 

Failure to produce gas and to pay royalties to lessor—State of Arizona— 
would result in Kerr-McGee’s loss of its leases. The extraction plant would 
also be a total loss. These are valuable properties and the loss thereof would 
mean a substantial monetary loss to Kerr-McGee. In fact, a strict licensing 
provision could amount to a virtual confiscation of Kerr-McGee’s property. 
Any damages or loss to Kerr-McGee resulting from a prohibitive and restrictive 
licensing requirement should be borne by the Government. To prevent this 
loss, both bills should be amended by adding a new subsection reading sub- 
stantially as follows: 

“If the owner of any helium shall be prevented from transporting and/or 
selling such helium because of the restrictions imposed in this section, the See- 
retary shall purchase such helium at a fair market price.” 

Kerr-McGee also suggests that the following provision, which originally ap- 
the Interior in connection with eminent domain proceedings, as contained in 
S. 3376, section 3(a), as follows: 

“but any such land or interest in lands may be acquired by eminent domain 
only when the Secretary determines (A) that he is unable to make a satisfac- 
tory agreement to acquire such land or interest in land.” 

Kerr-McGee feels if any person is willing to sell helium to the Government 
at a fair market price, then the Secretary of the Interior should not have the 
absolute power of acquiring helium by eminent domain. Therefore, Kerr-McGee 
suggests that the above provision of S. 3376 appearing in section 3(a) be stricken. 

Kerr-McGee also suggests that the following provision which originally ap- 
peared in H.R. 10548 and was stricken, be readopted : 

“That the Secretary of the Interior shall have no authority to exercise the 
right of eminent domain in a situation where the owner of the helium process- 
ing rights in helium-bearing natural gas or in helium-gas mixtures will agree to 
extract or have or permit to be extracted the helium therefrom and sell such 
helium to the Secretary of the Interior upon terms and at a fair price, com- 
mensurate with the fair market price.” 
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Also, the Secretary of the Interior should make a proper charge for cost of 
sales and for the use of delivery facilities. Section 4(¢) of H.R. 10548 and 
section 6(¢) of S. 3376 should be amended to read as follows: 

“(c) Sales of helium by the Department of the Interior shall be at prices 
established by the Secretary of the Interior which shall be adequate to cover 
costs incurred in carrying out the provisions of this Act, ivcluding the elements 
of cost of sales and deliveries of helitim, and to repay to the United States * * *.” 

We hope that you will lend your help and assistance to accomplish this pur- 
pose for Arizona if you feel that the requests are proper. 

Respectfully yours, 
1). A. JEROME, 
hK.recutive Secretary. 


STATEMENT OF TIoN. RALPIE W. YarsorouGu, A U.S. SENATOR FROM THE STATE 
oF TEXAS 


Mr. Chairman and members of the committee, 1 appreciate the opportunity 
of appearing before this committee and discussing briefly the proposed helium 
conservation program. 

The urgent need for the production and conservation of helium is shown by 
the increase in consumption of helium which is currently 80 times the 1937 
level. Of the 370 million cubic feet currently consumed annually, 70 percent is 
now used by the Department of Defense, the Atomic Energy Commission, and 
other Federal agencies. Helium gas has been used as one of the critical ele- 
ments in the missile and atomic energy programs. Furthermore, it is a higher 
valuable industrial material and is being used in numerous new developments 
daily. 

Like natural gas and oil, helium is a natural resource of limited quantity. 
Helium gas is found in only a few natural gas fields, in Texas, Oklahoma, and 
Kansas. 

It is reported that 4 billion cubic feet of helium is being lost annually in the 
natural gas consumed as fuel. The relative amount of this loss can be visual- 
ized by noting that the daily amount being wasted is approximately 10 times 
the present daily consumption of helium in the United States. 

At this rate of loss the helium-bearing gas resources in the United States 
would be adequate for the national need to about 1980-85. 

Consequently, there is an urgent need to conserve our highly valuable helium 
resources in the interests of national security. 

The Interior Department has proposed in this bill to develop a helium con- 
servation program. Legislation is needed in order that the Department can 
enter into helium production contracts and helium purchase contracts. The 
Department estimates that 8 billion cubic feet per year could be recovered by 
helium extraction plants located in suitable areas near natural gas pipelines 
now supplying the fuel markets of the United States. The Department plans are 
to conserve helium by storing the surplus above current demand in underground 
natural gas storage, such as the Cliffside gas fields near Amarillo, Tex. 

The key element in the present program would be the building of 12 new helium 
extraction plants to be owned and operated by private industry. These plants 
would strip helium from natural gas and deliver crude helium 60 to 8O percent 
pure to the Department of the Interior for storage in underground reservoirs. 

Mr. Chairman, in conclusion I urge prompt passage of this measure that will 
mean a great forward step in developing the natural resources program of the 
United States and conserving a highly valuable resource; as several of these 
plants will probably be located in the State of Texas this will be of interest 
to the construction industry and to the personnel that could be employed in this 
series of plants which will average 412 million to $15 million per plant. 

I again wish to thank the chairman and the members of the committee again 
for the opportunity of appearing here today and supporting this bill. 


STATEMENT OF Hon. KENNETH J. GRAY, A REPRESENTATIVE IN CONGRESS FROM 
THE 257rm DISTRICT OF ILLINOIS 

Mr. Chairman and members of this distinguished committee, let me first express 
my appreciation for the opportunity to testify in behalf of legislation to amend 
the Helium Act of 1937. Mr. Chairman I opposed helium legislation in the 
House committee because private interests would have been foreclosed from par- 
ticipation in the conservation program had the original administration proposals 
been adopted. 
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Fortunately, the House in its wisdom and through the fairness of the chair- 
man and members of the House Committee on Interior and Insular Affairs added 
section 14 to H.R. 10548. This section writes into the legislation the sense of 
Congress as it relates to private enterprise being allowed to supply quantities of 
helium for use and storage. 

Mr. Chairman, all of us are in sympathy with the need for meeting defense 
and commercial requirements of helium; however, in the past, the Department 
of the Interior has completely ignored private deposits of helium and has dis- 
couraged any kind of an exploration program. They have relied upon natural 
gas pipelines to extract a very small percentage of helium content. The amount 
of helium to be found in natural gas is somewhat less than 1 percent by volume 
as compared to helium found in the Pinta Dome of Arizona and elsewhere that 
has helium content of up to 10 percent by volume. Extraction plants can be 
built near these reserves and helium produced very cheaply. This supply of 
helium can supplement that produced by the Government and any excess pro- 
duction can be stored in the Government storage facilities. 

Mr. Chairman, I strongly urge your committee to adopt the amendment pro- 
posed on page 8, lines 19 through 22, of your committee print of H.R. 10548, deal- 
ing with the matter of helium produced by a private concern who might be pro- 
hibited from marketing their production because of some provision of the act. 
In this event the amendment requires the Secretary to purchase that helium 
ata fair market price from the private producer. 

Mr. Chairman, I testified at length on helium legislation in the House, there 
fore I will not burden your committee with long or repetitious testimony ; but 
suffice to say that, with proper safeguards in the legislation for private interests 
to be able to market their helium, I support this legislation and thank you in 
closing for your continuing interest in the welfare of our country and its 


people. 
(The following communications were subsequently received and, 
pursuant to the direction of the chairman, were ordered printed:) 


Kerr-McGerE O11 INDUSTRIES, INC., 
Oklahoma City, Okla. 
Re helium program, S. 3376 and H.R. 10548. 


To the Members of the Committee on Interior and Insular Affairs: 

This statement is submitted by Kerr-McGee Oil Industries, Ine. (hereinafter 
referred to as “Kerr-McGee’’), in connection with the captioned subject matter, 

Kerr-McGee and others bave leases covering several hundred acres of land in 
the Pinta Dome area in northeastern Arizona. Several wells have been drilled 
in this area, and large reserves of helium-hbearing gas have been discovered. The 
gas contains 8 percent plus helium and 91 percent plus nitrogen, and no hydro- 
carbons. The gas has value only for its helium content. 

Most of the leases in this area were purchased from the State of Arizona, and 
provide for a royalty of the market value at the well of one-eighth of the gas sold 
or used. An investment of several million dollars must be made to extract the 
helium from the associated gases which have no market value, to enable Kerr- 
McGee and other lessees to realize upon their investment made to develop and 
equip these leases, and to pay royalties to the State of Arizona and other lessors. 

The above bills now pending before the Congress deal with the production and 
conservation of helium and are designed to encourage private industry to erect 
processing plants to extract and to save the small amount of helium which is 
contained in natural gases (h drocarbons), which helium is now being wasted. 

Kerr-McGee certainly is not opposed to the pending bills or the conservation 
program of the Interior Department, but does feel that these bills should be 
amended so that Kerr-McGee and others similarly situated will not be hurt or 
prejudiced by the administration of the conservation program provided for in 
this legislation. 

There are two situations which might arise in the administration of this 
helium program which would adversely affect Kerr-McGee and others similarly 
situated, and which should be corrected. 


DUMP SALES 


Under the pending legislation it is proposed that the Government enter into 
long-term contracts to purchase helium which would enable the gas companies 
producing and selling natural gas to build plants and extract the small amount 
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of helium from the natural gas before the gas is consumed and the helium wasted. 
It is proposed the helium so extracted would be acquired by the Government and 
if not needed for immediate use would be stored for future use. The Govern- 
ment sells some helium for commercial purposes, and the pending bills provide 
the sale price should in all events be sufficient to amortize the Government’s cost. 
The Government should be interested in seeing all helium is sold at a price equal 
to the price required in the proposed legislation, and dump sales should be dis- 
couraged, if not absolutely prohibited. 

We have suggested that each of these bills be amended by the insertion of a 
new subsection (S. 3376, sec. 3(a) (2), p. 7), to wit: 

“Provided further, That all such contracts and agreements entered into by the 
Secretary shall contain a provision to the effect that if the Government does not 
purchase the entire output of any plant, the plant owner cannot sell any of the 
helium not taken by the Government at a price less than that for which the 
Government may sell helium, as hereinafter provided.” 

Mr. Bennett, Undersecretary of the Interior, has expressed the view that such 
dump sales should be prohibited, but has urged that this prohibition should apply 
to all helium sold by private helium producers, whether or not the private pro- 
ducers have contracts with the Federal Government as participants in the helium 
conservation program. 

The position of Mr. Bennett would place Kerr-McGee at a further disadvan- 
tage. Kerr-McGee expects to build its own plant without any contracts from 
the Government. The participants in the conservation prograi—that is, those 
who have contracts with the Government—would be in a much stronger posi- 
tion than Kerr-McGee, and would have a great economic advantage over Kerr- 
McGee and other private producers. Since Kerr-McGee and other private 
producers will have no subsidization from the Government on the production 
and sale of helium, they should not be on the same basis as those companies 
who are receiving Government subsidization contracts. Private producers of 
helium should be excluded from any price controls, since they are receiving 
no Government assistance. 

The prohibition against dump sales should be confined to the Government 
subsidized contractors. 

LICENSING 


S. 3376 (see. 5), and H.R. 10548 (see. 3), contain a provision that upon a 
determination by the President, the Secretary of the Interior shall issue such 
regulations as he deems necessary for the iicensing of sales and the transporta- 
tion of helium in interstate commerce. 

The administration of the licensing provisions contained in the proposed legis- 
lation could prove disastrous to Kerr-McGee and other private producers of 
helium. Kerr-McGee is concerned with the fact if it should be restricted from 
transporting and selling helium in interstate commerce, it could lose its leases 
by reason of nonproduction. Kerr-McGee has previously submitted an amend- 
ment to provide should it be prevented from transporting and selling helium by 
reason of the restrictions imposed by this section, the Government would pur- 
chase the helium. 

The Bureau of Mines expressed some opposition to this amendment because it 
created an unkown monetary obligation and presented some problems in the 
handling of their budget. 

This legislation is primarily a measure designed to conserve helium contained 
in natural gas (hydrocarbons), which helium is now being wasted in the con- 
sumption of the natural gas. We feel private producers of helium, such as 
Kerr-McGee, should be excluded from this licensing provision. This could be 
accomplished by amending section 5 of S. 3376 and section 3 of H.R. 10548, 
by adding the following : 

“Provided, however, That the provisions of this section shall not apply to 
helium extracted from gases containing noncommercial quantities of hydro- 
carbons.” 

We feel the two suggested amendments do not adversely affect the helium 
conservation program, and urge that they be adopted. 

Respectfully submitted. 

Kerr-McCGEE OIL INDUSTRIES, INC., 
By: LYNN ADAMS, 
Vice President and General Counsel. 
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New York, N.Y., June 8, 1960. 


Hon. JAMES E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
US. Senate, Washington, D.C. 

DEAR SENATOR MurkRAY: We continue to be interested in the helium conserya- 
tion program recommended by the Department of the Interior with the approval 
of the President and have closely followed the progress of the proposed amend- 
ments to the Helium Act of 1937. Weare concerned about a point raised during 
the hearing on H.R. 10548 and S. 3376 before your committee on June 1, 1960, 
In the interest of fairness, we believe that the proposed act should contain aq 
provision permitting parties who contract with the Government pursuant to the 
act to compete directly and on equal terms for a portion of their production 
with noncontracting parties in all markets which are not preempted by the 
Government. 

W. B. NICHOLSON, 
President, Linde Co., 
Division of Union Carbide Corp. 


CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington, D.C., June 1, 1960. 
Hon. JAMES E. Murray, 
Chairman, Senate Committee on Interior and Insular Affairs, 
Senate Office Building, Washington, D.C. 

DEAR SENATOR MurrkAy: The Chamber of Commerce of the United States sup- 
ports the objectives of S. 3376 and H.R. 10548, bills to amend the Helium Act 
of September 1, 1937, as amended, to provide for the conservation and storage 
for future use of helium gas now being wasted in marketing natural gas. The 
chamber, however, opposes parts of four sections of the bills and recommends 
that these sections be either dropped or amended, 

The chamber believes that the extraction of helium from natural gas should 
be done by the natural gas industry in conjunction with its pipeline operations, 
and that such private construction and operation will be cheaper and more 
favorable to the taxpayer than Government construction and operation. There 
is no logical or strategic reason to justify continuing the Government monopoly 
in the production and sale of helium gas. 

On the other hand, it is very doubtful that private industry could afford to 
gamble on underground storage for the future demands for helium which is 
to be produced over and above the current market demand. Underground storage 
of helium for an indefinite future demand is quite different from the storage 
of natural gas during one season of the year for a predictable demand later 
in the year. The conservation of helium for future use, therefore, is a legitimate 
function for the Federal Government. 

Section 1 of H.R. 10548 and section 3 of S. 3376 gives the Secretary of the 
Interior the right to use the power of eminent domain in acquiring, for the 
purpose of the act, helium-gas mixtures, lands, and facilities, and other per- 
sonal and real property. The chamber strongly opposes giving the Secretary 
of the Interior such a broad power of eminent domain and does not believe 
that such power is necessary to accomplish the stated objectives of the legisla- 
tion. The natural gas industry is capable of financing, building, and operating 
such plants and will be willing to do so if the price for the helium recovered 
is sufficient to justify the investment. The Government price of helium need 
only be set at a fair and reasonable figure covering all costs, in order to make 
recovery of helium attractive to private industry and thus eliminate any need 
for new Government rights of eminent domain. 

Section 3 of H.R. 10548 and section 5 of S. 3376 would require the Secretary 
of the Interior to license the sales and transportation of helium in interstate com- 
merce whenever the President determines that “the defense, security, and gen- 
eral welfare of the United States requires such action.” The licenses would be 
issued under such regulations as the Secretary might deem necessary, but they 
would be for a specified period not exceeding 5 years, subject to renewal at the 
determination of the Secretary. 

We seriously question the feasibility of financing helium recovery plants by 
private industry if operations are to be subject to license under such vague 
terms. 
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Section 4(a) of H.R. 10548 and section 6(a) of S. 3376 would require the Fed- 
eral agencies to purchase their helium requirements from the Department of 
the Interior. The sale of helium, except for the smalll amounts sold for medical 
and general industrial use, would continue to be a Federal monopoly. If pri- 
yate industry is to be encouraged to build and operate helium recovery plants, it 
should be allowed to sell helium directly to all users, including the Federal agen- 
cies and defense industries having Government contracts. . 
mends that this section be deleted. 

Sections 4 (b), (c), and (d) of H.R. 10548 and sections 6 (b), (ec), and (d) 
of 8. 8876 would authorize the Secretary of the Interior to sell helium in quan- 
tities and under terms and conditions set by the Secretary, which shall be ade- 
quate to cover the costs of production and storage and amortizing the investment 
in 25 years with interest at the rate of current average market yields of out- 
standing marketable obligations of the United States having maturities com- 
parable to the investments authorized by the act. 

If private industry is to participate in the recovery program, the Government 
must price and sell helium at Competitive market prices which will include the 
equivalent of tax and interest cosis that would be required on like plants con- 
structed by private enterprise. 

Section 4(f) of H.R. 10548 and section 6(f£) of S. 3376 would set up a revolving 
helium production fund into which the moneys received by the Secretary of the 
Interior under the act weuld be placed and from which he could draw to earry 
out the purposes of the act. The chamber recommends that the charter for any 
such revolving fund contain deiinite provisions for all elements of costs, inelud- 
ing the amortization of capital investment and appropriate overhead charges. 

The national chamber also urges that your committee amend section 10 of H.R. 
10548 and section 12 of S. 3576 to comply with sound fiscal procedures. <As it 
now stands, this provision would permit the Secretary of the Interior to bor- 
row funds from the Treasury to finance the program. Despite the fact that 
some degree of fiscal Control has been provided by requiring that the amount of 
borrowing must be authorized in appropriation acts, there is no valid reason to 
support the financing of the program through borrowing rather than direct 
appropriations. 

In commenting on section 10 of TLR. 10548, the Comptroller General advised 
the chairman of the House Comunittee on Interior and Insular Affairs as follows: 

“The proposed ainendinent No, 10 contemplates that funds will be appropriated 
to the Secretary of the Treasury for the purchase of any obligations to be issued 
by the Secretary of the Interior. Our recommendation was that funds needed 
for the purposes of the proposed legislation should be made available directly 
to the Secretary of the Interior through the normal appropriation processes. 
We see no benefits to be derived from the indirect method of financing proposed 
by amendment No. 10. Rather, we feel this amendment would hamper normal 
appropriation processes in that the Department of the Treasury would have to 
request appropriations needed by the Department of the Interior and to justify 
the need therefor.” [Italics added. | 

According, we urge that section 10(a) of H.R. 10548 or section 12(a) of S. 3376 
be amended to provide for financing by direct appropriations. Further, we urge 
that section 10(b) or 12(b) respectively, providing borrowing authority to the 
Secretary of the Interior, be deleted in its entirety. 

In summary, the Chamber of Commerce of the United States, while favoring 
the stated objectives of H.R. 10548 and 8. 3376, strongly urges your committee 
to approve a bill amended along the lines we have indicated so as to encourage 
rather than hinder participation by the natural gas industry in the helium con- 
servation program and to end the Government monopoly in the sale of helium gas. 
Of the two bills, we believe that H.R. 10548 offers terms slightly more practicable 
from the standpoint of the natural gas industry. 

We request that this letter be included in the record of the hearings on these 
bills. 


The chamber recom- 


Cordially yours, 
CLARENCE R. MILEs, 
Manager, Legislative Department. 
Senator Lusk. The hearing is recessed subject to the call of the 
chairman. 
(Whereupon, at 12:45 p.m., the committee was recessed. ) 
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WEDNESDAY, JUNE 15, 1960 


U.S. SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 


Washington, D.C. 


The committee met, pursuant to recess of an executive session, at 
at 2:30 p.m., in room 3112, Senate Office Building, Senator Clinton P. 
Anderson presiding. 

Present: Senators Murray (chairman), Anderson (presiding), 
Jackson, Bible, Carroll, Gruening, Moss, Long, Dworshak, Kuchel, 
Goldwater, Allott, Lusk and Fong. 

Also present: Richard L. Callaghan, staff director; Stewart French, 
chief counsel; and Robert W. Redwine, professional staff member. 

* * * * . * * 


Senator ANDERSON. The committee will come to order. 

We have with us this afternoon Mr. Gatchell and Mr. Smith of the 
Federal Power Commission. 

Mr. Gatcue.i. Senator Carroll raised questions during the morn- 


ing session with reference to testimony that you gave before the House 
of Representatives, at the time of the hearing, which I believe was 
February 10, when you appeared. 


TESTIMONY OF WILLARD W. GATCHELL, GENERAL COUNSEL, 
FEDERAL POWER COMMISSION; ACCOMPANIED BY KENNETH L. 
SMITH, ASSISTANT CHIEF OF THE BUREAU OF RATES AND GAS 
CERTIFICATES 


Mr. GATCHELL. Yes, sir. 

Senator Anperson. I was also particularly interested in that testi- 
mony when Mr. Carroll read it. I understand from your testimony 
that it is your belief that if natural gas containing hydrocarbons and 
being transported and sold for its heating qualities contains 1 percent 
of helium gas which has no heating quality whatever, that the passage 
of this legislation in the language as adopted by the House would re- 
move from the Federal Power Commission any control over the rates 
on the hydrocarbons. 

Mr. GatcHELL. It would remove from the Commission any control 
over the gas up to the time when the helium was taken out. We have 
nothing to say about the production of gas either under this bill or at 
present, whether it contains helium or liquid hydrocarbons or any- 
thing else, or any other foreign substances. We don’t want any control 
over any of those substances in any respect. But our concern relates 
to the matter of the allocation of the costs where there are foreign sub- 
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stances in the gas as it is produced. That is where we come into this 
difficulty. 

Senator Anprerson. Let me read again the House testimony, and 
this ison page 40. Yousay: 

If it is only 1 percent, if it is 2 or 3 or 4 percent helium-bearing gas, as we 
read the bill the Secretary of the Interior would have exclusive jurisdiction over 
the transportation. 

What I am trying to ask you is this: Natural gas coming from a 
well i in Kansas, Oklahoma, or Texas, in this helium- bearing area, now 
is subject to transportation control of the Federal Power Commission; 
is it not? 

Mr. GarcHeLuL. Yes, sir. 

Senator Anprerson. Now, the fact that it has helium, if this bill 
passed, would remove that jurisdiction from you ? 

Mr. Garcne.u. The bill is explicit on that, Senator. I don’t think 
that there is any question. 

Senator AnpERsoN. Read the section that removes it. 

Mr. Garcueitt. The bill, as I have it, the print that I have is as it 
passed the House. It was referred to the Senate on May 3. Section 
Yon page 13: 

The provisions of the Natural Gas Act of June 21, 1938 (52 Stat. 821; 15 U.S.C, 
717-717w), as amended, shall not be applicable to the sale, extraction, processing, 
transportation, or storage of helium either prior to or subsequent to its separa- 
tion from the natural gas with which it is commingled, whether or not the pro- 
visions of such act apply to such natural gas, and, in the determination of rates 
under sections 4 and 5 of the Natural Gas Act, as amended, the income received 
from such helium shall not be considered and no exploration, production, gather- 
ing, extraction, processing, compression, transportation, storage, or other costs 
which were or would have been incurred in the absence of the extraction of the 
helium shall be allocated or assigned to the helium. 

Now, Senator, it couldn’t be more direct than that. 

Senator Anperson. As to the 1 percent, but as to the 99, that is safe 
in the fold ? 

Mr. Garcnen. But this is gas that prior to its separation from the 
natural gas with which it is commingled contains helium. Now, that 
means to me that 100 percent which contains this 1 percent helium, 
100 percent is of course natural gas, but it is gas that is removed from 
our jurisdiction by this language that I just read. 

Senator Anperson. I thought it said: 

Shall not be applicable to the sale, processing and transportation or storage of 
helium. 

It doesn’t say the other 99 percent. 

Senator Atxorr. It says either prior to or subsequent to its separa- 
tion from the natural gas. 

Mr. Gatcuey. That is right. 

It takes out 100 percent of the gas, as we read it, and it takes 100 
percent of the gas that comes out th: at contains this helium. 

Senator Anperson. No, it takes out the 1 percent of helium and not 
the 99 percent. You still have your jurisdiction over the 99 percent. 

Mr. Garcue.u. Senator, how can we have jurisdiction over it? Let 
me goon. 

Senator Anperson. Because your jurisdiction is based upon the 
B.t.u.’s contained in that gas, and helium does not have a single B.t.u. 
in it. 
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Mr. Gatcue.L. I go on there, and it says: 


Income received from such helium shall not be considered and no exploration, 
production, § gathering, extraction, processing, compression, transportation, stor- 
age or other costs which were or would have been incurred in the absence of the 
extraction of the helium shall be allocated or assigned to the helium. 

Senator ANpERSON. But I want to get to the t estimony that you gave 
to the House committee and the purpose of your testimony, because 
your testimony is completely clear, and it says that under this bill all 
the jur isdiction for all of the natural gas is taken from you. Now, gas 
contains sulfur, does it not ? 

Mr. GatcueLL. Certainly. 

Senator ANpERSON. Does the fact that there is sulfur in that—— 

Mr. GarcuetLt. Mixed with hydrocarbons. 

Senator ANpreRSON. Does that remove the gas from your jurisdic- 
tion because it has sulfur in it ? 

Mr. Gatcuenr. Not at all. 

Senator Anperson. Why does is do it with helium, then ? 

Mr. Garcuetn. I will have to apologize to you, Senator, for not 
having this right at my fingertips. I haven’t looked at this for some 
time. 

Senator Anderson. I won't argue about the helium end of it. Itis 
desirable that the ¢ Gove ‘rmment is going to invest $225 million in these 
plants, and it is going to take it 25 years to get its money back. If 
you want to t: ake the value of the helium and tr y to mix it in with the 
other values in the gas, you then increase the cost of the helium to 
the Federal Government by reducing the consumptive cost to the con- 
sumer in these areas in Colorado, and so forth. You want to reduce 
the cost to him and throw the burden of the extra cost of helium on 
tothe Federal Treasury. 

Mr. Garcneni. No. 

Senator ANprerson. Of course you do. They have to get so much 
money to retire the plants in 25 years. 

Mr. Garcurin. We are not interfering in any respect with what 
either the United States might pay for the helium or with what might 
be done from the revenues after they are received. 

Senator ANpERSON. You are not a novice in business. You know 
that if the utility which is going to deliver this helium to the plant has 
to use the revenues from the helium to reduce the cost of natural gas 
to natural gas consumers generally, it is going to charge the Govern- 
ment a higher price for it than it would if they did not have to make 
this accounting. 

Mr. Garcnetyi. I would agree with you 100 percent Senator, but we 
are not suggesting that if you sell gas on line or helium from your 
product, that you will reduce the cost ‘of service. 

Senator AnpErson. I did not say service. 

Mr. Garcuens. You have a combined cost here of producing gas and 
some of that gas contains sulfur, and some of it contains ‘gasoline, 
and some of it contains helium. 

Now, it happens that the United States buys the helium, and what- 
ever pri ice the United States pays for it is all right with us. Whatever 
they are able to get for the gasoline is all right with us. Whatever 
they are able to get for the sulfur is all right with us. But when you 
have all of these various products coming out of the one well, it seems 
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to me that the total cost of that well and the total cost of the pipes 
taking it away from the well, that total combined cost should be broken 
down into the components, so that the people who ultimately burn 
natural gas at the burner tips pay a portion of that total combined 
cost, which is directly related to what they get. 

Senator Carroti. May I interrupt at this point. You are talking 
about sulfur. Let us talk now about existing procedures where they 
extract sulfur out of gas. Is there a cost allocation on that ? Will 
you explain that in simple t erms ¢ 

Mr. Garcuet. I don’t like to make this appear complex, but it 
certainly is complex in my own thinking on the thing. Some prod- 
ucts like sulfur must be removed before the gas can be used, and 
therefore they get a slightly different treatment in some portions of 
our accounting than they do in others. 

Helium you do not have to remove for the purpose of selling your 
gas, and you could leave it in there. But the United States wants 
the helium for national defense purposes, and therefore it comes in 
a slightly different category from the sulfur. The sulfur is a del- 
eterious product that you have to take out. 

I was dealing in my prior statement, right before your question, 
Senator, with the relationship as I see it to ‘the combined costs which 
are to be considered when the Commission ultimately determines 
what rate shall be charged by a company such as Colorado-Interstate, 
for example, where you have some helium-bearing gas that it can 
sell. 

Senator Anperson. What percentage of helium does it run ? 

Mr. Gatcue.u. I have heard 1 percent and I am not an authority 
on it, and so I just have had to accept that. It is around 1 percent. 

Senator Carrotu. Right at this point, I would like to have the at- 
tention of the chairman, because I have been looking into this thing. 
It is my understanding that Colorado-Interstate Gas Co., through 
the plant at Keyes, Okla., is selling its helium to the Bureau of Mines. 
Do you know whether that is true or not, Mr. Smith ? 

Mr. Sir. Thereisasale. There issuch : a sale; yes. 

Senator Carroiti. Now, explain the procedure; how do you handle 
that. at this point ? 

Mr. Gatcue.u. As an accounting matter what do you do? 

Senator AnpErson. Fit it in to what you propose to do under this 
bill. 

Mr. Smiru. We treat the sale in our cost allocation studies, which 
form the basis for the rates fixed by jurisdictional sales of gas—we 
treat that sale to the helium plant as a nonjurisdictional sale. 

Senator Anperson. What does that mean ? 

Mr. Smitu. We do not attempt to regulate that rate, and they are 
free, insofar as the Federal Power Commission is concerned, to sell 
it at. whatever price the pipeline company is able to negotiate with 
the buyer. It awe to c that. it is sold at the present time, the 
latest figures I have, is something like 38 cents a thousand. That is 
a fairly high price of gas. That is 1,000 cubic feet. 

Senator Anperson. You take that in consideration for ratemaking 
apes do you? 

Mr. Suirn. Not the amount of money received. What we do is to 


make a cost allocation, so that that volume of gas that is lost to the 
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gas stream, through the extraction of the helium and the use in the 
plant, is treated like any other similar volume of gas that might be sold 
under our jurisdiction. We allocate what we think is a fair share of 
the cost to it. 

Senator Carroti. May I ask this question to help simplify it in my 
own mind: When the gas comes through the Keyes plant, it comes 
through in a volume—lI am speaking of natural gas, with the helium 
in it—as it goes out, there is a shrinkage of gas, is ‘there not 4 

Mr. SMiri. Yes, sir. 

Senator Carroiti. And then when the helium is extracted, or what- 
ever byproduct is extracted, what you do is measure the outgoing 
volume ¢ 

Mr. Smiru. Yes, sir. 

Senator Carroti., This is what you mean by “cost allocation” ? 

Mr. Smiru. Those volumes are used as a basis of making the cost 
allocation, 

Mr. Garcuett. Your volumetric allocation first, and then you go 
back to your cost allocation ¢ 

Mr. Smirnu. Well, the volumetric shrinkage of the gas is something 
that is measurable. It can be determined by comparing or measuring 
the gas at one point as against another point. It forms the basis, of 
course, for the billing of the selling price of the gas from the pipeline 
er to the buyer, which is in this case the Bureau of Mines. 

Senator Carrot. You do not pay any attention to any profit that 
comes off the helium, or the market price of the helium, as I understand 
it. 

Mr. Smirni. Thatisright. The profit, whatever the company makes 
from that sale, over and above the cost allocable to it belongs to the 
company, subject to income tax, of course. 

Senator ANpbeRsON. Is that the same that you are asking in this 
bill ? 

Mr. Smiru. Yes, sir; we would like to continue that. 

Mr. Garcnue.u. To continue that and nothing else. 

Senator AtLorr. You have another question, which you have not 
mentioned here in this thing. Presently, one recognized commercial 
method of extraction involves the use of gas combustion. You are 
aware of this, are you not / 

Mr. Garcne tL. I am afraid, Senator, I am not familiar with the in- 
dustrial process. 

Senator AntLorr. Let me educate you on this point. In order to 
extract helium from gas, it is necessary to burn a certain amount of 

gas in combustion in order to extract the helium. So that if you take 
the pipeline on this side, as it goes into the plant and as it comes out 
of the plant, you have diminished the volume of your gas in two ways: 

You have diminished it by what I think is not 1 percent but perhaps 
2to 4 percent in volume by helium, and you have also diminished that 
gas supply by reason of the amount of gas that has been combusted to 
separate the helium from the other. 

Now, there are other processes, and there is a glass plate process in 
being now which is not yet economically feasible. But this is the main 
process. So you have these two factors, and not just the subtraction 
of the helium. 
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Mr. GarcHety. I am not familiar with these industrial practices, 
and I thought you were going to talk about some detail. I do know 
that in some of these helium ‘plants they must use gas in the process 
of extracting the helium. But that is measurable. The amount of 
gas that is consumed is measurable. 

Senator Atxtorr. The point I am making is that as you go out of 
your plant, you have two factors to be ¢ ‘onsidered. 

Mr. Garcuety. That is right. 

Senator Anvorr. And not just the amount by which the total volume 
has been depleted by helium, but also the amount that has been de- 
pleted by reason of the gas that is burned. 

Mr. Garcuenn. They can ascertain it very closely and you are able 
to keep them separate. 

Senator Atxorr. I wish you would look up the justification for this 
statement on page 41. 

But we do think that if you say to the Federal Power Commission, “You have 
no further jurisdiction over this helium-bearing natural gas, even if the per- 
centage of helium may be as low as 1 percent or even less,” that that means 
that you are depriving us of a very important phase of our jurisdiction which 
has to do with the transportation itself. 

And Mr. Aspinall says: 

Do I understand now that you are suggesting with the passage of this legisla- 
tion containing this ambiguity, it would give to the Secretary of the Interior 
the authority over the gas even though the helium was not extracted from it? 





And you say: 
I think that is very clear from the bill; ves, sir. 


In other words, that the natural gas coming out of this well in 
Kansas, even though they never took the helium out of it, if you 
pass this bill you will lose the jurisdiction over that hydrocarbon 
flowing in the pipelines. 

Now, I would like to correct my statement on the way out. I said 
T thought it ran from 2 to 4 percent. I was confusing it with another 
type. Natural gas helium rarely exceeds 1 percent, and four-tenths 
to seven-tenths of 1 percent is typical. 

Senator Carrout. I want to say that I think the last question that 
Senator Anderson put to you_is far more important to me than this 
question of cost allocation. So will you examine the record and go 
over it very carefully ? 

Senator ANpeRson. We will take a short recess. 

( Brief recess. ) 

Senator ANpErson. We will proceed, 

Mr. Gatchell, could you deal with the point that we brought up 
last? Lam curious as to how gas that is under your jurisdiction, just 
because it has 1 percent of helium in it, goes out of your jurisdiction 
because of the passage of this law, even if it does not go through a 
pipeline and is not siphoned out at a plant. 

Mr. Garcneti. Senator, our whole point is made on section 9 of 
the bill. As we read section 9 of the bill, if the gas contains helium, 
weare out. It ison page 13 of the bill. 

Senator ANDERSON. Read that section carefully. 

Mr. Garces (reading) : 


The provisions of the Natural Gas Act shall not be applicable to the sale, ex- 
traction, processing, transportation or storage of helium * * * 
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Senator Anperson. That is all it says, “helium.” 

Mr. GArcHeELL (continuing). 

Either prior to or subsequent to its separation from the natural gas with which 
it is commingled * * * 

Senator ANDERSON. Can we stop there, and ask does that take the 
natural gas so far out of your jurisdiction ? 

Mr. Garcuei. I think that far it does. It says: 

Whether or not the provisions of such act apply to such natural gas. 

I think this “whether” clause is merely to make sure that they are 
not dealing with purely local gas. That is intrastate. 

Senator ANprERsoN. This is very interesting, because, as I say, every 
attorney that I know that has represented any natural gas company, 
does not agree with you at all. Of course, he could be “making sel f- 
serving statements but it would be ver y unusual, because some of those 
want this bill passed. 

Mr. Garcueti. One of them would certainly agree with me if I was 
right, you mean, the fact that they are unanimously against me indi- 
eates that 1 might be wrong. 

Senator Anperson. It is a possibility that you might be wrong. 

Mr. Garcnent. It wouldn't be the first time that we have been 
wrong. 

Senator AnpERSON. You say if you have a provision that says that 
the provisions of the Natural Gas Act are not applicable to these things 
relating to helium, that means it shall not be applicable to anything in 
the natural gas, even if the helium is less than 1 percent. 

Mr. Garcuetn. The percentage cuts no figure in it. It is the sale, 
extraction, processing, transportation, or storage of helium. 

Senator Anprerson. Of helium and not the rest of it, just the helium. 

Mr. Garcue nt. Prior to its separation. Iam giving you my under- 
standing of what we think section 9 means, Senator. In the deter- 
mination of rates under sections + and 5, of the Natural Gas Act, the 
income received from such helium shall not be considered and no ex- 
ploration, production, gathering, or extraction, processing, compres- 
sion, transportation, storage or other costs which would have been in- 
curred in the absence of the extraction of helium shall be allocated or 
assigned to the helium. 

Now, this last part 

Senator Anperson. That takes the income from the helium out. 
Mr. Garcnenn. That is right. 

Senator Anperson. But I don’t think that it takes out the 99 per- 
cent. 

Mr. Garcuenr. I hope that you are right, if this section 9 does not 
take it out. 

Senator Attorr. Will you vield to me for just a moment ? 

As I see this, as he reads this, I think that I see a glimmer at what 
he is aiming at. 

Or subsequent 
and it is all in this— 


“* * * or subsequent to its separation from the natural gas with which it is 
commingled, 


In those words, that is your whole objection? 
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Mr. Garcuetyt. That is my whole objection. 

Senator Atiorr. Just to those words? 

Mr. Garcue.u. Yes, sir. 

Senator ANpERsoN. So if we take those words out of it you are 
perfectly satisfied ? 

Mr. GarcuE.i. Yes, sir; if you take them out. You don’t need the 
section. 

Senator Carrouti. Do you have a recommendation? You have a 
positive amendment to put in, have you? 

Mr. GatcHeLt. We cert tainly have. In our report, Senator, we 
suggested that we put in anew section 9: 

Nothing in this act shall be construed as repealing or modifying the provisions 
of the Natural Gas Act. 

That is the way we think it ought to be. 

Senator Anperson. I have been on both sides of this table, and I 
know how hard bureaucracy fights to hold on to what it has. 

Mr. GaTtcHeELL. I assure you we are not trying to hold on. 

Senator AnpERsoN. You say nothing in this act shall repeal the 
Natural Gas Act in anyway. Then you just get through saying in 
this bill that the income shall not be figured in with the natural gas 
applications. Then you go back and ancel it by saying that it does 
not repeal the Natural Gas Act in any way. 

You also say that the Natural Gas Act shall not be applicable in 
the case of helium, and then you say that the Natural Gas Act isn’t 
in any way changed. So you know that removes entirely section 9 
from the bill. 

Mr. GaTcHELL. We recommend eliminating section 9. 

Senator Anperson. Of course you do. You do not want anybody 
to touch this field of helium, not even the Secretary of the Interior, 
when you recognize you have no function in it. 

Mr. Garcnetn. The balance of the bill, Senator, gives the Secre- 
tary of the Interior complete freedom to do all that you propose 
to direct him to. 

Senator Atyorr. Let me propose a slight provision : 

Provisions of the Natural Gas Act shall not be applicable to the sale, extrac- 
tion, process, transportation, or storage of helium, either prior to or subse- 
quent to the separation of such helium from the natural gas with which it is 
commingled. 


There is no question then. 

Senator ANpERsoN. He won’t take that. 

Senator Atvorr. Iknow. But it applies then only to helium. 

Senator AnpErson. That is right. 

Senator Atiorr. There would be no question. 

Mr. GaTcHELL. But you are saying that you don’t care whether the 
helium is mixed with gas or has been separated out. If it has been 
mixed with gas, the helium is not under the Federal Power Commis- 
sion. 

Senator Atxorr. I think that is what this says anyway. 

Senator Carrotu. Read that again. 

Senator Anuorr. On line 20, “of the House bill H.R. 10548, page 
13 





Senator Anperson. It is in our print, too. Let’s get it from S. 
3376. 
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Senator Atxorr. Strike out in section 11, page 15, line 13, strike 
out “its” and after the word “separation” put “of such helium”, so 
that then it would read— 

The provisions of the Natural Gas Act shall not be applicable to the sale, 
extraction, processing, transportation, or storage of helium either prior to or 
subsequent to the separation of such helium from the natural gas with which 
itis commingled 





and so forth. 

Mr. GarcieLL. You left out one word, Senator. You struck out 
the word “its” and you would substitute in lieu thereof “the”. 

Senator Anprerson. He said that. 

Mr. GatcHeLt. When you read it 

Senator AtLorr. Strike the word “its” and insert the word “the”. 

Mr. GarcnetL. And after the word “separation” insert the words 
“of such helium.” 

Then, Senator, what you have said is that the Natural Gas Act 
has nothing to do with helium, which is something with which we are 
in agreement. We are not trying to acquire any jurisdiction over the 
helium. We do think that w hen you take out helium from the gas, 
that in that very process there is necessarily for the Commission to 
consider whether or not the cost of the drilling of the well and getting 
the gas that contains the helium up to the processing plant, whether 
those costs are joint costs. 

Senator AtLorr. Let me ask you this question: If this were amended 
in this way, then you would negate the testimony you gave in the 
House with respect to this and you would agree that this “does not in 
any way affect the supervision of the Federal “Power Commission in all 
its powers now except with relation to helium, itself ? 

Mr. GatcueLL. Yes, sir. 1 would recommend that the Commission 
then approve the bill with these amendments. 

Senator Carroii. To state it more specifically— 

Senator AntLorr. I thought I was being specific. 

Senator Carron. Then I will state it a different way. 

The mere fact that there is helium of greater value than perhaps 
the gas within which it is contained or a part of, that this would not 
deprive the Federal Power Commission of its jurisdiction in regu- 
Jating natural gas, no matter what the content of helium. 

Mr. Garcuet.. Yes, sir. I don’t think the value of the helium 
has touched one figure one way or the other in our contemplation of 
what the bill does. We are not concerned with the value. It may 
be very high in value or very low in value. We aren’t concerned with 
that. We are concerned with residue, that is, the 99 percent that i 1s 
finally taken to the consumers and used as fuel or natural gas in 
burning. 

Senator Carroiu. So if this matter should come up in court at a 
later time, a producer of gas, or an integrated company that also has a 
pipeline, could not successfully contend, with this amendment in the 
bill, that it was the intent of the Congress to exempt natural gas from 
regulation because we have excluded helium. 

Mr. Garcue i. That is correct, Senator, as I look at it. Our con- 
cern is that the Commission shall still continue its control over the 
transportation of gas in interstate commerce and offer the interstate 
sale of natural gas in interstate commerce, and that where there are 








78 


CONSERVATION OF HELIUM 


joint products the Commission may consider the joint products only 
to the extent of determining that the gas that is consumed, natural gas 
that is consumed, under our Natural Gas Act bears only its fair share 
of those joint costs, and that it is not burdened with the cost of 
producing helium. 

Senator Carrotu. I want to say for the record, because the courts 
may someday read this —a one of the reasons that I have tried 
to raise this point is because I did not see it discussed on the floor 
of the House at the time that this bill was passed, and this bill was 
passed by a voice vote. This issue was not debated. 

Mr. Garcuetn. No, sir. 

Senator Carron. It was contained in a departmental report by, I 
think, the Federal Power Commission and I think it was also con- 
tained in the legislative report by the House, showing another indica- 
tion of legislative intent. 

Now that we have specifically nailed this down there should be no 
question in anybody's mind that this is not a device or a subterfuge to 
take out from under the Natural Gas Act the jurisdiction of the 
Federal Power Commission. 

Mr. Gate HELL. I think you are stating what is the fact, and T had 
the impression that the House committee was not trying to take out 
our jurisdiction. 

Senator Anperson. It certainly was not. It said so as clearly as 
could be. 

Senator Atxorr. We discussed it here, I might say, and it was our 
opinion that it did not. 

Senator ANprERsON. I am satisfied with this language. I think that 
when you say helium and refer to its separation, when you make it 
read the separation of helium, I don’t think you have changed it one 
particle. But if that satisfies you, God be with you. 

Mr. Garcuein. Senator, I have been in so many court cases where 
they twist language against us. I just did not want to go to the 
Commission and say to them, “You can forget this. Everybody thinks 
that they are protecting you.’ 

I couldn’t do that. I have to have these matters considered care- 
fully and I think this is the way to do it. 

Senator Carrotu. Let us go to the second point. If this bill is 
now passed with this amendment in it that we have been discussing, 
what does it do to existing procedures with reference to helium in your 
cost allocation ? 

Mr. Smiru. I think we would be prohibited from doing what we 
do now, namely, making what we consider to be a fair allocation of 
the cost of the gas stream, that portion of it which is sold and con- 
sumed in extracting helium, I think we would be deprived from 
allocating any cost to it. 

Senator Carrot. All right. Let us go to a specific case. As I 
understand, today there is a plant in Oklahoma—is it Keyes, Okla. ?— 
which is now separating helium from natural gas. You are now 
making cost allocations, are you not, against the company that is 
furnishing that gas? 

Mr. Smirn. Yes, sir. 

Senator Carroit. How much gas is going through? Give us the 
cubic feet or the Mcf. What is the amount of cost allocation at this 
time? Project it, if you will, into the future. 
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Mr. Garcnett. I think, Senator, before he answers, and I don’t 
know whether Mr. Smith has looked at this phase of the bill, I am 
in complete agreement with him that the Commission must, in con- 
sidering the joint costs and allocating those portions of the joint 
costs which relate to the gas that is consumed as gas, it must consider 
the cost of producing helium. I don’t think it is forbidden from doing 
that very thing. 

The language that he is fearful of I think is this language that 
appears in this clause: 

The income received from such helium shall not be considered, and no ex- 
ploration, production, gathering, extraction, processing, compression, transpor- 
tation, storage, or other costs which were or would have been incurred in the 
absence of the extraction of the helium shall be allocated or assigned to the 
helium. 

I don’t think they should be. I think that whatever is the cost of 
Se sulfur, whatever is the cost of taking out gasoline, shouldn’t 
be assigned as a cost to helium. Whatever is the cost of taking out 
this 99 percent of the residue should not be assigned to the cost of 
helium, and I don’t think this bill does that. I was fearful in the 
language before the amendment suggested that we would be unable 
to consider the costs Incurred in extracting the helium and producing 
the helium and take those costs merely in relation to the joint costs. 

We do not now consider the revenues derived from helium and put 
this on a value comparison. We do it on a volumetric basis. If it is 
1 percent of the total volume that is helium, we subtract 1 percent 
of the total costs. I think with the amendment that is here, we would 
continue to do that. 

Senator AtLorr. Just to bring out the equities in the situation, the 
volume of gas that is produced by a given field will be depleted by 1 
percent, using that same figure, whatever the volume of helium is. 
The amount which is actually used in the production of the helium 
is a manufacturing cost. 

Mr. GArcuELL. Yes, sir. 

Senator An.orr. So it is a different item. 

Mr. Garcueti. Yes, sir. 

Senator AnLorr. But the amount by which the gas is depleted by 
reason of the extraction of helium will be increased in B.t.u. at the 
other end because you are not selling at that end 1 percent of inert 
gas which is not combustible. 

Mr. Garcnett. Right. They cannot burn it, so when you sell them 
a cubic foot of gas you are giving them more heat value in that gas 
that you sell. 

Senator Carroii. Let’s get this straight for the record. If I under- 
stood Mr. Smith, he said one thing. Are you now saying another? 

Mr. Garcuein. I am saying he was looking at language which I 
don’t think applies to what he is talking about. I am in agreement 
with him that it should not. 

Senator Carrou. I asked the specific question of whether or not, 
with this section 11 as now amended, you would be permitted to follow 
your existing procedures, or whether or not you would be shut off. 

Mr. Garcuein. I don’t know what his answer would be. 

Senator Carroii. His answer was that you would be shut off from 
it. Let’s get that straight. 

Mr. Garcueti. That is most important, Senator. 
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Senator Carrotu. If you want to go back to your staff and study it, 
I think you ought to. That would give us more than off-the-cuff 
opinion, because this is an important matter. If I may pursue it 
for a moment to show how important it is, in round figures—and we 
will not hold you to this—in round figures I am asking you today what 
goes through that plant in Keyes. I am talking about the M c.f. and 
the cost allocations, the benefits to consumers. 

Mr. Smiru. I will have to give you approximate figures. 

Senator Carrouu. I think you ought to doa study and put it into the 
record. Go ahead. I want to see how important it is. It may not 
be important at all. 

Mr. Suiru. The total annual volume of thousands in cubic feet, 
so-called M c.f. sales for the year 1959, is about 298 million Mc.f. Of 
that amount, something in the order of 2 million M c.f. went through 
the helium plant and was a sale to the Bureau of Mines in connection 
with the extraction of helium. Part of that, of course, was un- 
doubtedly used for plant use. But the 2 million is a reasonable 
figure, a reasonable approximation. 

Senator Atuorr. That includes the amount of gas used in 
extraction ? 

Mr. Smirn. Yes, sir; I think that is correct. 

Senator Arxorr. In other words, the manufacturing cost. 

Mr. Smirn. The allocation of cost to that sale was approximately 
13 cents per M c.f., in this study, which would mean something in the 
order of, say, $260,000, roughly. That $260,000, which is an annual 
figure, and this amount is increasing, it has shown an increase over the 
past several years—back in 1954 there was very little of this sort of 
thing—that cost would have to be borne mostly by the jurisdictional 
customers, namely, the consumers of gas up the line. 

Senator Anperson. Would it? Wouldn’t a little bit of the 298 
million M c.f. be sold at a higher B.t.u. value than it was before the 
helium was taken out ? 

Mr. Smiru. The pipelines do not sell at a B.t.u. value. They sell 
on a volumetric basis. 

Senator AnpErson. Are you sure of that? 

Mr. Smirx#. Our rate schedules are on a volumetric basis. There is 
the standard. 

Senator Anperson. The supply that is sold to Southern California 

“dison is sold not on a B.t.u. basis, then ? 

Mr. Gatcueti. Not ona B.t.u. basis. 

Mr. Smiru. B.t.u. enters into the picture indirectly, but actually the 
sale is on a volumetric basis. As long as it meets a certain specifica- 
tion, it will qualify. 

Senator Atiorr. Mr. Chairman, I asked the Appropriations Com- 
mittee to not meet for an hour so I could come over here. I am going 
to have to leave to go back over there. 

Senator Carroitu. May I put this one question while Senator Allott 
is here: 

You have said there are 298 million M c.f. Is that what you look 
upon as the total capacity output of that particular Colorado Inter- 
state Gas Co. field. 

Mr. Smirn. Yes, sir. That was their volume of sales for 1959. 

Senator Carrotu. In the Keyes plant you say they are selling 2 
million M c.f.? 
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Mr. Smitu. Yes, that is correct. 

Senator Carro.ti. And with the cost allocation back to the con- 
sumer 

Senator Atitorr. That is not what he said. 

Senator Carrouu. I want to find out. 

I want to find out how much gas is going through Keyes to get the 
helium. 

Mr. Smiru. I cannot answer that. I don’t think all the 298 
million 

Senator Anperson. If it is less than 1 percent, it would have to be 
all of it, wouldn’t it? Isn’t 2 million about 1 percent of 200 million ? 

Mr. Smirn. It is about six-tenths. 

Senator AnpEerson. And the strength of this gas runs from four- 
tenths to 1 percent, so it all is going through there, is it not? That 
is not a hard problem. 

Mr. Smiru. Well, here is what I am thinking of, Senator. Some 
of the gas supplies to Colorado Interstate doesn’t come from this area. 
They purchase gas from the Pacific Northwest Pipeline Co., for 
example. I don’t have that breakdown before me for the year 1959. 

Senator Carrot. One of the reasons I put this question was I want 
to find out whether we are dealing with more than just $260,000. I 
am trying to think in terms of the plants going in, dealing at full 
capacity, to see how much this cost allocation really amounts to. If 
this is all it amounts to, it is peanuts. 

Senator ANpERsoN. That is what it amounts to. 

Senator Carroiu. If it is something substantial, we should take a 
look at it. Ihave a statement that says that the plant at Keyes, Okla., 
will extract 290 million cubic feet of helium yearly from natural gases 
owned by the Colorado Interstate Gas Co. 

Assuming that to be true, what would that mean in cost allocation ? 

Mr. Smiru. It is 290? 

Senator Carrouy. 290 million cubic feet of helium. 

Mr. Smiru. That would be 290,000 M c.f. If I multiply that by 
13 cents 

Senator ANprerson. It would be about $35,000. 

Mr. Smirn. That is about all. 

Senator ANpERsSON. About $35,000 a year 

Senator Carrotit. Now, take another figure. Let us assume that 
from all these fields they will produce 4 million M c.f. of helium per 
year in the Panhandle fields. 

Mr. Smirn. Did you mean 4 million M c.f., or 4 billion ? 

Senator Carroiyi. Four billion cubic feet or 4 million M c.f. 

Senator Anperson. That would be about $520,000, would it not? 

Mr. Smirn. That would be the amount of helium gas? Just the 
amount of helium gas. 

That would be approximately $500,000. 

Senator Carroti. Do you mean if that is the figure, that is what we 
would be dealing with ? 

Mr. Suir. The figure that I am giving you is, say, about 13 cents 
per M c.f. As the allocable cost. That could be considered to be a 
representative figure for that area, I believe, for most any company 
down there. 

Senator AnpERsoN. Let me say that this would be a miracle if they 
did it because that is the total amount being wasted in the whole 
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United States ina year. If you are going to capture all of it, it would 
be a pretty good group of plants to do it. This is after you built 12 
plants at a cost of $225 million. You are going to save about $500,000 
a year this way. 

“Mr. Smiru. Of course the provision in the act here is quite prohib- 
itive. I interpret it to mean that we would not be able to go into their 
costs incurred by any pipeline company in connection w ith operating 
a helium plant, that they could keep those costs away from us. I don’t 
know what other operations might go in with a helium plant. They 
could well build a gasoline plant. " 

Senator Anperson. What do you care about the cost of the helium 
plant if it isn’t built by the man who runs the pipeline or isn’t built 
by the man who finds the gas? Where does that come under your 
jurisdiction ? 

Mr. Smiru. I know of one pipeline company which, as I understood 
the situation, was thinking of building a plant. 

Senator Anperson. They may. But isn’t that a separate business 
venture? They may decide to run a filling station in my home town, 
Humble put one in there. Have you been to Albuquerque and checked 
the Humble filling station ? 

Mr. Smirn. No. we have not, because it is in a separate department, 
We can get our costs. There are no joint costs involved so far as 
that filling station is concerned. But here, if they build a helium 
plant on their pipeline, there would be numerous joint costs and ] 
have no doubt that there would be other operations brought into it, 
such as the extraction of liquid hydrocarbons, which we are inter. 
ested in. 

Senator ANpERSON. Surely, and if you are, you have a perfect right 
to go into the plant. 

Mr. Smtrn We would have to go in to get those costs. I am posi- 
tive of that in my own thinking. If we were deprived of that, I think 
we would be deprived of proper 

Senator ANpERSON. But this does not say that you are deprived of 
that. 

Mr. Suirn. I am afraid that it does, but I would be willing to rest 
on what Mr. Gatchell says on that. 

Senator ANDERSON. He seems to be perfectly satisfied. 

If you start to figure all the rest of these things you will be figuring 
the rest of your lives with it. But when the gas company produces 
the natural gas in the well and pours it into the pipeline and it goes 
in to one of these plants, you have your opportunity later on to find 
out if they are making a reasonable return and you do. If they drop 
out one particular section of it that runs a half of 1 percent, it isn’t 
going to throw your bookkeeping off on the last 9914 percent. When 
the Secretary of the Interior makes a contract he is going to take 
that into consideration. His contract is going to be based on it 
because he is trying to find the system that will pay for these 12 plants 
in25 years. And he has that obligation. 

Mr. Garcuetn. He is trying to encourage them to undertake this 
expenditure. 

Senator ANpERsoN. He surely is 

Mr. Garcuety. We hope that he can. 

Senator ANDERSON. It is going to be hard. The law did not stop 
with just the company’s pla unt. The law required the construction 
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of a great many of them. But they did not get built. This isn’t any 
business of eating watermelon and not having to spit out seeds. This 
is hard work. 

Senator Carro._.. Let me show you the other side of this, though, 
because the Under Secretary of the Interior says that they need an 
incentive. ‘The incentive right now is the contract that Keyes, to my 
information, is giving them $2 per thousand cubic feet for helium. if 
the cost allocation from what vou tell me is so small in the whole 
industry, at the highest peak of 4 billion cubic feet , and there is only 
$500,000 involved— and f have looked through the record on several 
occasions and find so there is discussion that they may go as high 
as $40 per thousand cubic feet 

Senator Anperson. [I think unfortunately the Senator from Colo- 
rado has overlooked the fact that in the production of helium there 
is more than just running in a line and taking it out again on the 
other end. There is an enormously expensive process of condensing 
and running off this thing. It will run into millions of dollars of 
payroll. It isn’t just $500,000 here and $40 million over here. It is 
expensive. 

Senator Carroti. But there is the point currently, if my informa- 
tion is correct, and I want to check up on it, Federal agencies are 
paying about $15.50 per thousand feet for helium, while private 
customers must pay about $19 per thousand. 

If the price goes up to $40, or $44.50, the able Senator from New 
Mexico pointed out the producers get a contract which is bankable. 
They will have no difficulty getting a loan. 

AS the former Under Secret: ary of the Interior, Mr. Chilson, says 
ina Wall Street Journal article: “We have to be careful that we do not 
create a bonanza.” But that is a question for the Secretary of the 
Interior. He has to negotiate that. The other question is whether by 
leaving it in the h: inds of the Federal Power Commission it will de- 
stroy incentive of the producers. If Mr. Smith’s testimony here is 
accurate, and if with 12 new plants operating the amount involved is 
only $500,000, then nobody will be harmed very much from the stand- 
point of incentive. W hy then would there be such opposition to 
removal of section 11 if all that is inv olved is $500,000 4 

You have had enough experience in this field, Mr. Chairman, to 
know how, in this accounting, they load in cats and dogs, and how they 

"an separate in this cost ace ounting. 

That is a very involved and complic ated field, is it not, Mr. Smith? 

Mr. Smirn. Yes, it certainly is. 

Senator Anperson. But if you say that you are not allowed to take 
in the production costs or the income, does not that simplify greatly 
the problem you have? 

Mr. Smrri. No, sir. It would complicate it a great deal, because I 
would interpret our responsibility under the Natural Gas Act to still 
find just and reasonable rates for the sale of natural gas. That means 
we must have complete information. 

Senator ANpErson. Are you an accountant ? 

Mr. Suir. Iam an accountant. 

Senator Anperson. Are you a certified public accountant ? 

Mr. Smirn. Yes, sir. 


Mr. Garcue.i. He is in charge of our accounting. 
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Senator Anpgerson. Do I understand you to say that if a bank has q 
regular banking busines and sets up a safe deposit company on the 
side and does not put any profits into the regular bank from that but 
amortizes its equipment, that you would not be able to find out how 
much the profits of the bank were? Would you still have to go into 
the safe deposit company and study them? ‘This merely says you do 
not take this into consideration when you fix a rate. You fix a rate 
now without taking it into consideration, don’t you / 

Mr. Gatcuei. No. 

Senator Anperson. You fix rates based on helium content that js 
wasted? Of course you don’t. 

Mr. Garcue.y. Our present procedure is to make what we deem to 
be a fair allocation of the cost and we have complete information, 

Senator ANpERSON. Do you take helium into consideration now? 

Mr. Garcue.y. I don’t understand what you mean by that question, 

Senator AnpErson. There are pipelines all over the United States 
carrying helium—a useless gas. Do you take that into consideration 
now in figuring proper rates 4 

Mr. Garcuety. I think, Senator 

Senator AnpEersoN. He is an accountant. Let him answer it. 

Do you take it into consideration now ? 

Mr. Smiru. I am not sure that I fully understand the question, 

Senator Anperson, I will try to make it plain to you. There isa 
gas company in Borger, Tex., let us say, that has a well producing 
4 million cubic feet of gas per day, bearing one-half percent helium, 
That helium is now being wasted. Do you take its value into consid- 
eration now in fixing rates for transportation and justifying them? 

Mr. Smiru. No, sir; there is no way that it enters into the situation, 

Senator Anprerson. If we simply say in this bill that it shall not 
enter into it in the future, does that prevent you from taking the 
proper rates and putting it on that, when you have been doing it right 
along for a long time ? 

Mr. Sniru. I think it could, because I think there are going to 
be joint costs involved here. 

Senator Anperson. They are not allowed to charge the joint costs. 
They are stopped from that just the same way. 

Mr. Smiru. If they have a plant which performs this function and 
the gas stream goes through it, and there could be other functions 
put into the same plant, it seems to me we have a problem of joint 
costs, and any time that we would have any legislation that would 
deprive us from looking into the question of joint costs, we could well 
be stopped in our regulatory process. We could well be impeded, to 
say the least. That is my opinion, sir. 

Senator Carroii. Mr. Gatchell, you were going to make a statement. 

Mr. Garcney. I agree with Mr. Smith that we must have this right 
to look at joint costs, but in my opinion, your amendment permits us 
to do that. 

Senator Anperson. Of course. This simply says you can look at 
them as long as you want to, but you can’t take them into account. 
But if you are looking into it to find something else, if they have 
developed some other product, and you are trying to find what the 
costs are, you can look forever, but you just don’t take these costs into 
consideration. 
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Mr. Smurru. I take it that this would also mean, and I could be 
wrong—I would have to rely on a legal interpretation on this 

Senator AnprErson. I thought Mr. Gatchell was a lawyer. Are you 
not a lawyer? 

Mr. Garcuet.. I am General Counsel. 

Senator ANperson. You are getting a legal interpretation. What 
more do you want? Do you not trust his interpretation? Where do 
you put the rest of us? Your lawyer sits beside you and advises you 
and you still say “I want a legal interpretation.” 

Mr. Surru. That is correct, but I am the man who has to sweat 
this out. 

Senator AnpERson. Are you going to hire a new lawyer, because 

you don’t like what he has advised you? 
* Mr. Garcuety. What I am saying is that I cannot allocate any cost 
to whatever goes from this gas stream into helium, and there will be 
some of that gas stream that is going to be siphoned off from there 
into helium. If I cannot allocate any cost to that, if I am prohibited 
from doing that, then I am going to have to leave a burden in there 
on consumers. If I am not prohibited from doing that, then my 
premise is wrong. 

Senator Anperson. How are you going to have to leave the burden 
on consumers? Do you not fix the burden on consumers now on the 
basis of the hydrocarbons in that ? 

Mr. GatcueE.u. No, sir. 

Senator ANnperson. Plus any other byproducts that come in. This 
does not stop anything but helium, does it 

You see, the Department of the Interior is trying to get a program 
that will permit it to store this. 

Mr. GarcHetu. We are in sympathy with that. 

Senator Anperson. Are you determined not to let them have a 
program ¢ 

Mr. GatcHe.u. No, sir. 

Senator Anperson. Then why argue about this, when you know 
it does not enter into the cost of it? 

Mr. Garcnetu. All that I am trying to do is to not get—if there 
is any way to prevent it, by any means whatsoever, to not get into a 
snarl here that will give us difficulty in performing our job. That 
is all. 

Senator Anperson. That is what they are trying to do, to keep 
you from having a snarl. What they say is you do not look at the 
income and you do not have to worry about the costs as far as their 
profit on this transaction is concerned. Their gross take might run 
$500,000 if they got all the helium in the United States. 

Mr. GarcHEeLL. We don’t take their income into consideration now. 
We disregard that. But we do go into any joint costs and we at- 
tempt to make a fair allocation of that. If we are deprived of doing 
that under any legislation, we are certainly going to be impeded in 
administering the Natural Gas Act. 

Senator Carroti. Let me ask you a question right here. At any 
place in the country at this time do you use the cost allocation of 
helium other than at Keyes, Okla. ? 

Mr. Garcuety. That is the only place to my knowledge. 

Senator Carrott. Why do you do it there ¢ 
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Mr. Gatcueti. Because there is a sale of what to us is a sale of 
gas. It is just like any other nonjurisdictional sale of gas, and we 
must make an allocation to that sale in order to make a fair distribu- 
tion of cost. 

Senator Carroiy. In other words, this helium now has value, it is 
a sale that has a value ? 

Mr. Garcuett. That is correct. 

Senator Carrouu. So if this other helium eventually has a value, 
you feel that you ought to be able to use value in your other cost 
allocations ? 

You see, I am impressed by this. I did not realize just what we 
were dealing with here. When you are dealing with a number of 
companies, ‘and you may have 20 or 30 companies before you eet 
through, and if the consumer is affected by only four or five hundred 
thousand dollars, and I don’t mean to demean the value of that amount 
of money, rather than block a program like this, I cannot understand 
why the Federal Power Commission would be against this section of 
the bill unless you think it would interfere with your computation of 
cost. allocation of the sale of natural gas which goes to the public, 
Why do you think it would present difficulties to you ? 

Mr. Suirx. Only if we did not have access to the joint costs, which 
would be allocated between a jurisdictional and a nonjurisdictional 
operation. 

Senator Carrotu. If Mr. Gatchell says that as he interprets this 
amendment—and is this your interpretation, Mr. Gatchell?—that you 
will have authority—— 

Mr. Garcuei. It is my interpretation, Senator. I think it is the 
only way you could read it. 

Senator Carroin. If that would be true, and we could solve that for 
the record in the legislative history that you would have a right to go 
in there—— 

Mr. Garenen.. Then his troubles are over, 

Senator Carroitn. That would leave only the underlying point inso- 
far as cost allocation. You could not allocate costs for the sale of 
helium, and it would therefore change existing procedure. 

Mr. Samirn. We would certainly have nothing to do with fixing 
prices for helium. But that would be a different thing. 

Senator Carroin. I don’t mean fixing prices. I mean cost alloea- 
tion to the natural gas consumer. 

Mr. Smrrn. As I visualize this, there will be joint costs. 

Senator Anperson. How? Wall you find the section of the bill that 
says in addition to building a helium plant, they should build in pro- 
pane, butane, and a thousand other things in the plant? These plants 
are to be built for a special purpose. Do you mean to tell me that the 
Secretary of the Interior can’t tell sulfur from helium ? 

Mr. Suari. That isn’t what I have in mind. What I have in mind 
is that the gas stream that flows from the well to the helium plant isa 
joint cost. 

Senator Anperson. Yes, and they say that the company in working 
on it shall not take into consideration either the cost or the income, 
that they shall not use the figure of how much percentage, they can’t 
charge a percentage of the cost. of prospecting, they cannot charge 
their dry holes against it. They leave this entirely out and you deal 
with just the known figures, which you are now dealing with. You 
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must think the job you are doing now is satisfactory. If you are 
allowed to do the same job in the future, why are you against it? 

Mr. Smiru. The thing that I am afraid of is that we are not going 
to be permitted to do that. 

Senator Carrotu. This would change your procedure with refer- 
ence to Keyes, would it not, as you interpret this? 

I will ask Mr. Gatchell: Would that change it? 

Mr. Garcuety. As I read this, it would not change our procedure 
one bit, Senator, because they have taken care of us. The bill, the 
way I interpret it, as passed by the House, would have ousted us and 
prevented doing precisely what we do at Keyes now, and in that I am 
in complete agreement with Mr. Smith, that we need to examine into 
this so that we may allocate the joint costs out. 

Senator Carrotu. Let me ask you, and I want Senator Anderson 
to follow me very carefully on this. There is a cost allocation at 
Keyes, is there not? 

Mr. Smiru. Yes, sir. 

Senator Carrot... If this bill is passed, will there continue to be « 
cost allocation at Keyes on helium ? 

Mr. Smiru. As | read it, we could not make such an allocation be- 
cause it tells us that no cost of production, gathering, so forth, which 
were incurred in the absence of extraction of helium shall be assigned 
to helium. 

Senator Carroti. Mr. Gatchell, what do you say ? 

Mr. GarcuenL. He says it has no costs which would have been in- 
curred in the absence of the extraction of helium shall be allocated or 
assigned to the helium. Senator, [ do not think it would be proper to 
assign costs of taking out sulfur to the cost of helium. I don’t think 
that would be proper. ‘That is all that this phrase means to me. 

Senator CarroiL, Let me be specilic. There is now a cost alloca- 
tion at the Keyes plant because of the extraction of helium. That is 
right, is it not / 

Mr. Garcuenn. That is right. 

Senator Carroti. I want to know, will that continue if we pass this 
bill ¢ 

Mr. Garcukenn. If it is passed in this language it would be exactly 
the same process followed in making our allocation at that plant. 

Senator Carroii. Therefore, if that is true, if this bill is passed, 
and any new plant that is created for the extraction of helium, you 
would still make Vour Ssanie Cosi allocation ¢ 

Mr. Garcuens. ‘The same principles would be followed at any new 
plant. 

Senator CarrotL. What do you think of that, Mr. Smith? 

In other words, if we can seitle this question, we have this bill 
settled. 

Mr. Smiru. Well, I have my difliculty. I hesitate to pit my in- 
terpretation of this against Mr. Gatchell. 

Senator Carroii. We have asked you for your opinion. That is all 
ngit. 

Mr. Smiru. Very well. But it says to me that none of the costs 
of the raw stream of gas which were incurred in the absence of the 
extraction of helium shall be assigned to the helium. ‘To me that 
means that we shall not be permitted to make the cost allocation that 
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we are now making on Colorado Interstate for the sale of the gas 
which contains helium. 

Senator Anprerson. I am glad this record is being made this after- 
noon, because when we get through with that sort of testimony a little 
later on we are going to have a ‘field di: ay. The Keyes plant is built 
under a different law, and I am amazed that you do not know it. 

Mr. Smirn. Sir, I don’t understand that. 

Senator ANpDERSON. This does not change the existing law as to the 
Keyes plant. That plant was built under another law, was it not! 
Why would the passage of this bill change the accounting at the 
Keyes plant under a wholly separate contract 

Mr. Surry. Does that mean, is it your premise, then 

Senator ANpERsoN. I don’t have a premise. You started this, 
Why would it? 

Mr. Smiru. No, sir; I don’t believe I started it. 

Senator Anperson. Yes, you did. You said in answer to a ques- 
tion by Senator Carroll 

Senator Carrot. I started it. 

Senator Anperson. He answered your question and said they 
couldn’t continue to do what they were doing at the Keyes plant. 

What has what they are doing at the Keyes plant to do with the 

12 plants they may build under this bill ¢ 

Mr. Smiru. If this law does not apply to the Keyes plant, then that 
satisfies me. 

Senator Anperson. What makes that law apply to the Keyes plant? 

Does this bill apply to the Keyes plant? ‘That is already con- 
structed under another law. 

Mr. Frencu. The 1925 and 1987 acts are not repealed by the bill 
some us, but many provisions would be superseded. However, con- 

‘acts made under the present law would not be affected by the new 
iaetdiation. 

Senator Carrouti. But the Natural Gas Act apphes to the Keyes 
plant. 

Senator Anperson. Yes, it is not amended or repealed by this at all. 

Where do you get your statement that they could not do at the 
Keyes plant what they are now doing? 

Mr. Smiru. Just what I stated. The interpretation of this lan- 
guage. If this law does not apply to the Keyes plant, then my answer 
would not apply to the Keyes plant at all. It might apply to a similar 
situation. 

Senator ANDERSON. You made your question apply this bill to the 
Keyes plant. How does it? That is what I am trying to ask you. 
By what rule of law does this bill, which applies to a wholly separate 
set of contracts, affect a contract made by the Secretary of the Interior 
on the Keyes plant ¢ 

Pretty soon you are going to get back to the original trade with the 
Indians on Manhattan Island. I never heard such testimony. 

Senator Carroii. I want to say, Mr. Chairman, when I see this 
section 11, while this is a new piece of legislation, the purpose of the 
section, and as I read the debates in the House and the discussions 
in the record, the purpose, of course, was to take out of consideration 
any cost allocations of the extraction of helium. One of the reasons 
I put the question was because I wanted to find out what the Federal 
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Power Commission was now doing under the Natural Gas Act, with 
reference to the Keyes plant. 

Senator ANpERsON. And it isa very proper question. 

Senator Carroii. If this does not apply to the Keyes plant, that 
js one situation. But I think the real gist of this hearing now, and 
we have gotten to the question of cost allocation, is that this will apply 
toany producer or gatherer of gas. 

We will forget about the Keyes plant, but asking, Mr. Gatchell, 
what you think about it; do you think this would preclude the Federal 
Power Commission from a cost allocation in future contracts ? 

Mr. GATcHELL. Senator, 1 think you ought to confine your consider- 
ation to the plants which will be constructed under this bill. 

Senator Carrot. That is right. 

Mr. GarcuELL. Confining it to that, I would think the Commission 
would be able to make its cost allocation as it related to one of those 
few plants, precisely in the way it makes it in the Keyes plant at this 
time. 

Senator Carrouti. That is an important point. You see, if we can 
resolve that, if we can do that with the new plants as we are doing it 
with the Keyes 

Mr. GarcuELL. Then we are not in any difficulty. 

Senator Carro.tL. We protected you under the Natural Gas Act, and 
if Mr. Smith can agree with that now that you have given a legal 
interpretation, we ought to show for the record that this changes the 
whole concept under which the bill was passed in the House. We 
know now that you do retain jurisdiction under the Natural Gas Act, 
that you do retain jurisdiction for cost allocation. 

Do I state it correctly ? 

Mr. GATcHELL. Yes, sir; on the phase in which we are concerned, 
the cost of the combined production. We are interested in separating 
out those costs into their several elements, including helium. 

Senator Carro_u. Under Secretary of the Interior Bennett says that 
this may interfere with the incentive to some of these producers and 
gatherers, some of these integrated companies. I think you really 
have about four big producers in this field, Colorado Interstate, Pan- 
handle Eastern, Phillips, and Northern Natural. I think they are the 
bigger ones. 

I offer this as an observation and you can comment if you want to, 
but in view of the testimony of Mr. Smith that there is only $500,000 
in this whole field that would go to cost allocation, I can’t see where 
it would interfere with the incentive of any of these, especially if there 
is talk here of the price going up to $40 or $44.50. I hope it does not 
gothat high. But I would like to make this observation to the chair- 
man, who has a great deal more experience in this field than I do, 
whether we could simplify this thing. 

What about a cost-plus contract for these new plants? Cost plus 
10-percent profit? This is a defense measure. I do not find this 
anywhere in consideration in the record. I would in such cireum- 
stances be willing to shut them off, even the Federal Power Commis- 
sion, from going into cost allocation. This is something we can 
discuss later on. But I would like to have you think about that, Mr. 
Chairman, because this is supposed to be a defense program. This is 
why the Government is going into this field, as I understand it. 
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Senator Anperson. I wouldn’t want it to be said that it was just a 
defense program. This is a conservation program far more than q 
defense program in my opinion. 

Senator Carroti. But the Government is going to purchase about 
90 percent, they say, for defense purposes. 

Senator ANDERSON. > e have 5 million M c.f. of helium, we are 

saving 500 million M c.f., or 500 billion eubie feet. We are saving 

one-tenth of the helium Sha wasting nine-tenths of it. They would 
like to take the nine-tenths and put it in the ground at Amarillo to 
save it. They hope to get contracts from private industry to build 
the plants. They had hoped to get contracts from private industry to 
build the Keyes pl: int. But the Bureau of Mines had to go ahead and 
build it. That is a Government plant at Keyes. 

Senator Carrot. It cost about $12 million, T believe. 

Senator Anperson. Yes; it is completely separate from this sort 
of transaction, I would think. 

Senator Carroiu. I think the Senator from New Mexico made a 
very excellent observation, that as they begin to sell helium and they 
begin to gather it, of course they are entitled to make a reasonable 
profit off of it. But they are also going to get some depletion allow- 
ance off of it. on top of that, which is not a part of the contract, for 
which they are getting nothing today. I think that was admitted 
by the Under Secretary. 

Senator Anperson. I think I raised that question. 

Senator Carroti. You certainly did. You raised some very fine 
questions on this. 

Is there anything, Mr. Gatchell or Mr. Smith, as a result of these 
observations, that you want to add to what you testified to? 

Mr. GarcHeti. If you want me to get the views of the Commission 
on this amendment, I will be glad to ask the Commission. 

Senator AnpErson. I would be glad to have their views on it, if 

you would not mind. I quite agree with you on this situation. I 
velieve once we have taken helium out, as we have done it in this, 
and made it clearly out, it is one thing. But if they have other 
products coming out, you have a per fect. right to go in and find out 
about it, and I think the Secretary of the Interior “would be the first 
to want to go over and help you find out. 

Mr. Garcnern. I don’t think we have any difference of opinion 
with respect to Interior in that regard. 

Senator Carron. Did you not testify in the House, however, that 
you felt that this section 9 of the House bill would interfere with cost 
allocation ? 

Mr. Garcuetn. I did. 

Senator Carroti. Do you think that that has now been eliminated 
by this amendment that was offered ? 

Mr. GatcHeLu. Yes, sir. 

Senator ANnperson. Senator Carroll has performed a very real 
service in having that testimony clarified. 

I quite agree ‘with you that we would not. want the record to stand 
by having testimony to the effect that you could not do certain things 
if this bill were passed with this language. 

I think it is important. to have in the record your clear statement 
that you do feel you can do these things and intend to do them. 
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Senator Carroty. Mr. Smith, did you desire to elaborate and give 
additional facts ? 

If you are wrong about the cost to the consumer being only $500,000 
in cost allocation, I would like to have you reexamine that. 

Mr. Smiru. I will check those figures with our engineers and see 
that we have not used the wrong volume somewhere in our assump- 
tion. 

Senator Carroiti. I have been led to believe by some statistics 
worked up for me that this thing might run into about $3 million 
to Colorado consumers alone. I want you to look into that very 

carefully. This, of course, could have a very direct economic effect 
upon the consuming public. 

Mr. Smirnu. May I add one other observation here, which I think 
goes to the question of the effect of the Federal Power Commission 
allocation procedures on the matter of incentive? The average price 
per thousand cubic feet for 1959 which Colorado Interstate Gas Co. 
received from their sales to the U.S. Department of Interior, Bureau 
of Mines, which includes the helium sales, was 38.93 cents per thousand 
cubic feet. That compares with a cost allocation which we made of 
approxim: ately 13 cents per thousand cubic feet in our studies. In 
other words, the company, the Colorado Interstate Gas Co., has a 
margin of 25 cents per thousand cubic feet, approximately, on this 
nonjurisdictional sale over and above the allocated costs which we 
charge to it under our standard procedures. I am speaking of the 
Commission staff, of course. This was in a study which we just 
recently prepared. That cost includes 6 percent return on invest- 
ment, plus all the necessary income tax allowances to yield the 6 
percent. 

Senator Carrot. T wish you would take a look into this. You ean 
assume a certain basis, a certain premise, and try to project this, so we 
will have some idea of what we are doing here in cost allocation. But 
I think the testimony of Mr. Gatchell is extremely important that as 
the way this bill is dr: afted today, the power of cost allocation still 
stays with your C ommission. 

Mr. Garcurnn. Yes, sir; and it is vital that it should. 

Senator Carrot. Thank you very much, gentlemen. 

Senator Anperson. Thank you, gentlemen. 

The committee will be in recess subject to the call of the Chair. 

(Whereupon, the committee was recessed subject to the call of the 


Chair. ) 














APPENDIX 


(The following communications were subsequently received in 
response to requests for further information :) 


FEDERAL POWER COMMISSION, 
Washington, D.C., June 17, 1960. 


Re H.R. 10548, 86th Congress, to amend the Helium Act. 


Hon. CLINTON P. ANDERSON, 
U.S. Senate, Washington, D.C. 

DEAR SENATOR ANDERSON: We have been advised that at the hearing before 
your subcommittee on June 15 on the helium bill, H.R. 10548, consideration was 
given to the language of section 9 which relates to the authority of the Federal 
Power Commission under the Natural Gas Act. We understand that the first 
clause of this section is to be amended so that the Natural Gas Act “shall not 
be applicable to the sale, extraction, processing, transportation, or storage of 
helium either prior to or subsequent to the separation of such helium from the 
natural gas with which it is commingled, whether or not the provisions of such 
Act applies to such natural gas” and so forth. The new language which we 
understand is acceptable to your subcommittee is italicized. 

This amendment would make it clear that the Commission’s jurisdiction over 
natural gas which contains helium is not to be set aside by the bill, but that 
the Commission would have no jurisdiction over helium while it is commingled 
with natural gas or after it has been extracted. 

It is understood that there was agreement by the subcommittee that all joint 
costs of exploring for, producing, gathering, and transporting natural gas con- 
taining helium should be allocated so that helium will bear its fair share. In 
other words, helium is to bear some part of the cost of exploration, production, 
gathering, and transporting to the extraction plant, as well as all proper extrac- 
tion costs and costs after extraction. This is the principle for which the Com- 
mission has been urging consideration by the Congress, and since your subcom- 
mittee is in agreement with this principle there would seem to be no difficulty. 

The last clause of section 9, however, forbids the allocation to helium of any 
exploration, production, gathering, processing, compression, transportation, or 
other costs which were or would have been incurred in the absence of the extrac- 
tion of the helium. Obviously, if the helium content is 1 percent in volume 
and the costs are divided on a volume basis, as under the present practice of 
the Commission, 1 percent of the exploration, production, gathering, compression, 
and transportation costs up to the helium extraction plant should be allocated to 
helium. Otherwise, the consumers of the residue (99 percent) would be carrying 
these helium costs. 

In order to carry out the above purposes, it is recommended that the last 
clause of section 9 (starting in line 9 of the May 3, 1960, print) be amended to 
read: “and if a cost of service method is used in determining the rates of a 
natural gas company under sections 4 and 5 of the Natural Gas Act, as amended, 
there shall be excluded (1) all income received from the sale of helium, (2) all 
direct costs incurred in the extraction, processing, compression, transporta- 
tion, or storage of helium, and (3) that portion of joint costs of exploration, 
production, gathering, extraction, processing, compression, transportation, or 
storage properly allocable to helium.” 

With this amendment, the bill would not cast any additional burden on con- 
sumers and it is recommended that it be adopted. 

Sincerely, 


JEROME K. KUYKENDALL, Chairman. 
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FEDERAL POWER COM MISSION, 
Washington, D.C., June 20, 1960. 
Hon. CLINTON P. ANDERSON, 
U.S. Senate, Washington, D.C. 

DEAR SENATOR ANDERSON: At the request of Senator Carroll during the hear. 
ings before the Committee on Interior and Insular Affairs, June 15, 1960 (tran- 
script p. 160), the Commission's staff has reexamined data concerning the 
volumes of helium available from the Hugoton, West Panhandle, and Keyes 
gasfields. The results of the study are summarized on the attached schedule 
which shows that the remaining helium is estimated at 218.66 billion cubic feet, 
Assuming approximately equal annual withdrawals over a 20-year period, the 
annual volume of helium from the fields mentioned would be about 11 million 
M c.f. per year. If the volume of gas extracted for helium were valued at 13 
cents per thousand cubic feet, the annual value of the helium included in the 
natural gas would be $1,430,000, based on a volumetric allocation. At the end 
of 20 years, the sum would be approximately $28,600,000, 

The foregoing volumes represent only the helium content of the gas from the 
fields mentioned and do not include gas consumed as plant fuel in the extrae- 
tion process. The plant use volume, however, would be several times the volume 
of helium extracted. 

It will be noted on the accompanying schedule that the estimated recoverable 


on 


gas in the fields mentioned is in excess of 37 trillion cubic feet. This volume would 


be the total input into the helium plants over a 20-year period if the entire 
helium content is extracted. The total value of such input at 15 cents per 
thousand cubic feet would be $4,810 million. The valuation of 13 cents per 


thousand cubic feet represents approximately the average cost to Colorado 
Interstate Gas Co. of natural gas in the fields and may be considered repre- 
sentative for the purpose of this submission. 
Sincerely yours, 
KENNETH L. SMITH, 
Assistant Chief, Bureau of Rates and Gas Certificates, 


Estimate of helium volumes available from certain gasfields 


[Billions of cubic feet (14.73 p.s.i.a., Jan. 1, 1960)] 

Estimated A verace Remaining 
Field recoverable helium helium 
gas ! content ? 

Hugoton: 
Kansas a ‘ | 17, 308 0. 509 | 88. 10 
Oklahoma 3, 295 . 585 | 19. 23 
_ Texas. 3 2, 668 . 732 | 19, 58 
West Panhandle (Texas) - ; 13, 272 612 | $1, 22 
Keyes (Oklahoma) a cer las bao ia 529 | 2. 000 10. 58 
Cs Se bad ca bree PARES Wowcackes s 218. 66 


1 Based upon estimates submitted in pipeline certificate proceedings before the Federai Power Com- 
mission. 
2From U.S. Bureau of Mines Bulletin 486, 1951, and Bulletin 576, 1958. 
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